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Donald Gunn, Cross 1051 

DONALD GUNN. 

Cboss-Examination (Continued). 

[7691] The Witness: To the extent Fisk’s services were 
involved. 

By Me. Hall : 

Q. What specific banking services did Bertron, Storrs 
& Griscom furnish to McCall Ferry? A. They made ar¬ 
rangements for the attempt at financing under March 1st 
underwriting agreement, as a result of which about 
$4,000,000 subscriptions of bonds were obtained, and they 
were subsequently joint bankers with Fisk in the March 
25th underwriting. 

I do not know the details of the banking services they 
rendered. 

[7692] Q. Are you saying that Bertron, Storrs & Gris¬ 
com were reimbursed under the March 25, 1905 plan for 
the services that it rendered under the March 1, 1905 
plan? A. I don’t think I could say with certainty what 
may have been in the minds of the people who worked out 
the compensation to Bertron. The facts are that he did 
render the services that I mentioned in connection with the 
March 1st underwriting agreement, and that he was com¬ 
pensated in the amount of 7,462% shares as a result of the 
March 25th underwriting, having been successful in com¬ 
pleting the financing of the project. 

Q. Lee’s documents indicate consideration being paid 
under the March 1, 1905, agreement. Isn’t that so? A. 
To what Lee’s documents do you refer? 

Q. Those included in Part 11 of Exhibit 27, for in¬ 
stance. A. No, sir, I wouldn’t say they indicate that 
because, if you will refer to Part 11 of Exhibit 27, Page 
85, which is a letter from Bertron, Storrs & Griscom to 
Lee, Efigginson and Company, Harvey Fisk are there 
named as bankers, and they were not in the picture as 
bankers until the March 25 agreement. 

If you will look at page 86, which is another letter from 
Bertron, Storrs & Griscom to Lee, Higginson and Com- 
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pany, you will find Harvey Fisk again mentioned as hav¬ 
ing [7693] agreed to the compensation for Lee, Higginson. 

Q. Agreed with whom? A. Agreed with Bertron, 
Storrs & Griscom. As I understand it, Bertron, Storrs & 
Griscom and Harvey Fisk and Sons were joint bankers 
under the March 25 agreement. 

If you will look at Page 87 of Exhibit 27 there is a 
letter from S. R. Bertron to Lee, Higginson and Company 
which again mentions Harvey Fisk and Sons as being 
agreeable to Lee, Higginson’s compensation. 

The same reference is made on Page 88 which is an¬ 
other letter from Bertron, Storrs & Griscom to Lee, Hig¬ 
ginson and Company. It seems to me it is perfectly clear 
from those references that the compensation they were re¬ 
ceiving was coming as a result of the successful completion 
of the underwriting by Fisk, and was under the control of 
Fisk and it was necessary that the compensation be finally 
approved by Fisk before Lee, Higginson could be given 
any. 

Those letters also indicate to me that there probably 
never was such a thing as a written agreement amongst the 
bankers as to what their respective compensation would 
be. 

Q. Did Lee, Higginson and Company forego any com¬ 
pensation for the services rendered under the March 1, 
1905 plan? A. I don’t know what you are referring to, 
Mr. HalL Are you referring to the fact that compensation 
was based [7694] on $2,000,000 and they got somewhat more 
subscriptions than $2,000,000? 

Q. No. A. What are you referring to? 

Q. What I am getting at, Mr. Gunn, is whether the 
compensation paid to Lee, Higginson and Company re¬ 
ferred only to services rendered under the March 1, 1905 

plan or the March 25, 1905 plan, or both? 

• • • 

The Witness: I don’t know just how you could assign 
the compensation to the services, but the facts relating to 
their compensation are as I stated them. It is true that 
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they rendered services under the March 1, 1905 plan and 
that those services were preserved and carried forward, and 
there probably were additional services under the March 25 
plan. They received their compensation as a result of the 
successful completion of the financing under the March 25 
plan. 

You can assign that compensation, I suppose, to any 
one of those depending upon what assumptions you wish 
to make. However, those are the facts. 

By Mr. Hall: 

Q. But isn’t it a fact that everything Mr. Lee indicates 
in his affidavit, all the documents he considered, bear out 
the fact that he was basing his valuation on services [7695] 
rendered under both underwriting plans? A. I believe 
that is true of Mr. Lee’s affidavit. I don’t recall he makes 
any distinction between the two underwriting plans. 

Trial Examiner: In your previous answer, where 
you said compensation was received through success 
of the March 25th plan, who were you ta lkin g about, 
Bertron, Storrs & Griscom? 

The Witness: No, compensation of Lee, Higginson. 
That was the subject of the whole line of discussion at that 
point, or I so understood it, at least. 

By Mr. Hall: 

Q. Since Mr. Lee’s affidavit influenced your valuation 
of the stock, then you applied a valuation to the services 
of the bankers which covered both underwriting agree¬ 
ments. Right? A. No, I don’t think you would neces¬ 
sarily draw that conclusion because the successful March 
25th underwriting agreement utilized the subscriptions that 
Lee, Higginson had previously obtained, and those subscrip¬ 
tions became subscriptions under the March 25th under¬ 
writing, and it seems to me it was therefore appropriate 
for the compensation to come for them under the March 
25th underwriting since the subscriptions were a part of 
that underwriting. 
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Q. Are you saying, Mr. Gunn, you can not segregate 
[7696] the services one from the other? A. No, I am 
saying that whatever was rendered under the March 1st 
underwriting was equally valuable and equally valid under 
the March 25th underwriting. 

Q. In other words, the valuations applied to both un¬ 
derwritings? A. Well, it seems to me there was only one 
successful underwriting, and that was the March 25th un¬ 
derwriting. You can divide it up however you wish. You 
have all the facts. 

Q. Isn’t it a fact that your valuation would not be the 
same if you ignored the March 1, 1905 services? A. I 
don’t know whether it would or not. I don’t know what 
Mr. Lee would say about that. My difficulty would be this: 
It was necessary at one time or another to get those sub¬ 
scriptions. Now,- 

Q. Are you now referring to subscriptions obtained by 
Lee, Higginson under the March 1, 1905 plan? A. I am 
referring to all the subscriptions obtained by Lee, Higgin¬ 
son. It was necessary to have the Lee, Higginson subscrip¬ 
tions to complete the underwriting, as I see it. The sub¬ 
scriptions were obtained by Lee, Higginson and were used 
in the March 25th underwriting. I don’t see that it makes 
any difference at what particular day in the month of Feb¬ 
ruary or March the subscriptions were obtained. They 
were still equally useful under the March 25 plan. It just 
[7697] doesn’t seem to me that the compensation would 
necessarily change. Indeed, I don’t see why it should 
change at all, that is the compensation to Lee, Higginson 
should change at all, so long as Lee, Higginson obtained 
that number of subscriptions and they were used in the suc¬ 
cessful underwriting. 

Q. What you are saying, Mr. Gunn, amounts to this: 
That you can not say what amount- 

Strike that, please. 

What you are saying is that you can not ignore the 
services rendered under the March 1,1905 plan? A. No, 
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I am not saying that. I am saying just what I previously 
said. 

• • • 

By Mr. Hall: 

Q. Now, Mr. Gunn, if you had limited yourself to the 
services rendered under the March 25,1905 plan, would you 
[7698] still have arrived at a valuation of $25 per share 
of the common stock? 

• • • 

The Witness: Do you include in that question, Mr. 
Hall, the assumption that Lee, Higginson obtained, under 
the March 25th plan, the same number of subscriptions that 
they in fact turned in? 

By Mr. Hall : 

Q. No. A. Then your question relates to the sub¬ 
scriptions, whatever the number may have been, that they 
finally did obtain directly under the March 25th underwrit¬ 
ing? 

Q. That is right. A. No, I don’t think—stock value? 

Q. Yes. A. Yes, stock value on a per-share basis 
may have been the same, although I don’t think Lee, Hig¬ 
ginson would have gotten 5,000 shares of stock for that little 
bit of service. 

Q. Did Bertron, Storrs and Griscom undertake to sell 
a specific amount of bonds and to be liable themselves for 
[7699] any unsold balance? A. I don’t know. 

Q. Isn’t it a fact that Bertron, Storrs & Griscom merely 
acted as agents to sell bonds with no liability to take any 
of the unsold bonds? A. I don’t know what the liability 
of Bertron, Storrs & Griscom was under the March 25th un¬ 
derwriting, except what Fisk said, which was to the effect 
that Bertron was joint account with him. What the arrange¬ 
ment may have been for the sharing of the responsibility 
between Bertron, Storrs & Griscom and Lee, Higginson I 
do not know. 

Q. Did you examine the books and records of Bertron, 
Storrs & Griscom? A. I believe I saw the records of 
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their purchase and sale of stocks. As I recall it those are 
the only books they had. 

Q. Included in Exhibit 27? A. Those are included 
in Exhibit 27. 

Q. Did the books and records of that firm show the 
nature and extent of the services performed? A. No, sir. 
As I recall it, I understand from Mr. Adams, the records 
which would have shown that previously had been destroyed. 

Q. Did the records of Bertron, Storrs & Griscom show 
any valuation for its banking services? [7700] A. No, 
not that I ever saw. 

Q. Did they reflect the cost of the banking services? 
A. No, not that I know of. 

Q. Did the books and records of McCall Ferry or Sus¬ 
quehanna Contracting Company show the nature and extent 
of the services performed by Bertron, Storrs and Griscom? 
A. Not completely. They showed certain services, I believe, 
directly and indirectly. 

• • • 

The Witness: Are you speaking of banking services 
there, Mr. Hall? 

By Mr. Hall: 

Q. Yes. I understood you to say those were the types 
of services Bertron, Storrs and Griscom rendered. A. 
I think they rendered some other services other than bank¬ 
ing services. What I had in mind when I started the answer 
to that question was that Bertron, Storrs & Griscom, I be¬ 
lieve, assisted Fisk in obtaining, I believe, the Pullen option 
and, as I recall it, also some of the securities that passed 
under the Harlow-McGaw transaction along with the land, 
and, of course, Bertron appears to have been active and 
interested in the project along with Fisk throughout the 
development period. 

[7701] Q. But if they rendered any of this incidental serv¬ 
ice you referred to, isn’t it a fact that the 7462% shares 
were in no way related to anything other than banking serv¬ 
ices ? In other words, you are claiming the 7,000-plus shares 
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as representing cost of underwriting bonds. A. I think 
it is primarily compensation for the cost of underwriting 
bonds. Now, it is a fact they rendered these other inci¬ 
dental services, and I, of course, don’t know what was in 
the minds of Bertron and Fisk when they agreed to that 
amount of shares. It has been my conclusion that it was 
primarily for banking but with recognition of the fact there 
was certain incidental service rendered- 

Q. Haven’t you in your Exhibit 26 and in your claimed 
cost treated all of the 7,000-plus shares as compensation for 
banking services? A. Yes, sir, I have. But in Exhibit 
261 have also stated these incidental services which Bertron 
rendered. I didn’t have any basis for making a division 
between those because I didn’t know the extent of them. 
So as an alternative I have treated the total compensation 
to Bertron as banking services. 

Q. You don’t even know whether Bertron, Storrs and 
Griscom were to be compensated for those incidental serv¬ 
ices. Isn’t that so? A. That is right. I can’t say that 
their compensation [7702] was in specific recognition of any 
of those incidental services. 

Q. You have never found any valuation of the services 
of Bertron, Storrs and Griscom. Isn’t that right? A. 
That is correct. 

Q. Do you know the costs to Bertron, Storrs and Gris¬ 
com of the services they may have rendered? A. No, I 
do not except in purchasing the Pullen option for which they 
were reimbursed by Harvey Fisk and Sons. 

Q. Was there any contract between McCall Ferry and 
Bertron, Storrs and Griscom making McCall Ferry liable 
for the payment of services? A. Not so far as I know. 

Q. Have you found any evidence that McCall Ferry 
ever contemplated paying cash for any services to be ren¬ 
dered by Bertron, Storrs and Griscom? A. You mean as 
compensation to Bertron, Storrs and Griscom? 

Q. Yes, for banking services. A. No. 


1058 


Donald Gunn, Cross 


Q. Your answer would have been the same if I had in¬ 
cluded Susquehanna Contracting Company along with Mc¬ 
Call Ferry? A. Yes, sir. 

• • • 

[7703] By Mr. Hall: 

Q. Did you attempt to get a valuation of the banking 
services of Bertron, Storrs and Griscom from that firm or 
any of the surviving partners? A. Yes, sir. 

Q. Whom did you contact? A. I contacted Mr. J. 0. 
Adams, Secretary of the firm, and asked him to in turn 
contact Mr. Griscom. 

Q. Did you contact any one prior to your contact with 
Mr. Adams? A. No, sir. 

Q. When did you contact Mr. Storrs? A. It appears 
I contacted Mr. Storrs—I don’t know what the date of the 
letter was. Page 188 of Exhibit 27 shows that I first con¬ 
tacted Mr. Storrs on July 18, and that is contained in thel 
first line of Mr. Storrs’ reply to the company, which reply 
is dated July 21, 1938. 

Q. Was that prior to your contact with Mr. Adams? 
A. No, it was subsequent to it. I don’t know just when the 
first contact with Mr. Adams was, but the first letter, I 
believe, shown in Exhibit 27 on page 184, it being a letter 
from the company to Messrs. Bertron, Griscom and Com¬ 
pany, was dated May 23,1938, and it is clear from the letter 
that I had previously written to and talked to Mr. Adams— 
that is [7704] previous to the date of May 23,1938. 

Q. WTiat was the purpose for your contacting Mr. 
Adams? A. He was the Secretary and Treasurer of 
Bertron, Storrs and Griscom. 

Q. Was Mr. Adams the go-between between you and 
Mr. Griscom, so to speak? A. WThat do you mean by 
* 4 go-between”? 

Q. In other words, you contacted Mr. Adams and he, 
in turn, contacted Mr. Griscom. A. Yes, sir, that is right. 
I had a little difficulty seeing Mr. Griscom, and more diffi- 
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culty getting him to do anything. I think he had previous 
experience in the Conowingo case. 

i • • 

By Mb. Hall: 

Q. The fact is that you failed to get any statement 
from either Mr. Storrs or Mr. Griscom covering the early 
history [7705] of the McCall Ferry project. Right? A. 
Yes, sir, that is correct. Mr. Storrs’ reply to my inquiry in 
that respect is shown on page 188 of Exhibit 27 and the 
reply of Mr. Griscom is shown on page 193 of Exhibit 27. 

Q. Did you and Mr. Adams prepare this statement for 
Mr. Griscom’s signature as shown on pages 194 and 195 of 
Exhibit 27 ? A. Yes, sir. 

Q. Why did you deem it necessary to prepare a state¬ 
ment for his signature? A. Because Mr. Adams said if 
we didn’t do it we wouldn’t have any chance of getting a 
statement from him. We prepared the statement and then 
didn’t get any statement from him. 

Q. One of the things you asked Mr. Griscom to say in 
his proposed statement was: 

“My firm commenced as head of the underwriting 
group but eventually took a position junior to that of 
Harvey Fisk and Sons who took over leadership of the 
financing.” 

• • • 

Mr. King: The document speaks for itself. I see 
no purpose in the question. 

Trial Examiner: He has not finished. 

Mr. King: I am sorry. 

[7706] By Mr. Hail: 

Q. Mr. Griscom wouldn’t go along with you in that 
connection, would he, Mr. Gunn? A. I don’t think that 
is a fair conclusion. 

Q. He didn’t sign the statement; isn’t that right? A. 
That is quite true, but in failing to sign it he said he had 
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no quarrel with any part of the statement, and any part of 
the statement includes that. He simply said he didn’t have 
a recollection, and I believe he told Mr. Adams he didn’t 
want to be involved in any more of these things. 

Q. Having no recollection, Mr. Griscom was nnable to 
subscribe to any statements—right? A. Well, as I read 
his reply he said simply that he didn’t have enough recol¬ 
lection to justify him in making the statement. 

Q. Are there any other letters covering your attempt 
to get statements from Bertron, Storrs and Griscom not 
contained in Exhibit 27 ? A. I don’t know whether or not 
there are, Mr. Hall. I would have to check the file. 

Q. Did you submit a participation to Mr. Griscom or 
Mr. Storrs or Mr. Adams? A. I submitted all of the 
documents and facts relating to their participation to 
Adams. I don’t recall whether I [7707] submitted a spe¬ 
cific participation or not. 

When I first went to the Bertron and Griscom Company 
to attempt to get a statement, as I recall it, it was my hope 
of getting a statement from Mr. Bertron, who then was 
alive. When I went there Mr. Bertron had been taken sick 
a few days earlier. I was instructed by Mr. Adams to come 
back in a month or six weeks or some such. Before I got a 
chance to go see him he died. It was Mr. Bertron who was 
active in, and who had handled, the McCall Ferry transac¬ 
tion from Bertron, Storrs and Griscom’s New York office 
while Mr. Griscom had been handling the end of their busi¬ 
ness which was located in Philadelphia. 

As I understood from Adams, he had a limited knowl¬ 
edge of the Susquehanna River transactions of Bertron, 
Storrs and Griscom. 

I made several attempts to obtain from Mr. Adams first 
an opportunity to talk to Mr. Griscom, and he wasn’t dis¬ 
posed to talk to me. 

I asked Mr. Hutchinson, I believe on one occasion, to 
go to Mr. Griscom and intercede, and Mr. Hutchinson sent 
me back a cryptic report that Griscom said he wasn’t going 
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to be involved in any more of these original cost determina¬ 
tions. 

Then I made an attempt through Mr. Adams to see Mr. 
Griscom. That was not successful, but Mr. Adams thought 
Mr. Griscom, if he, that is Adams, would vouch for the 
[7708] authenticity of the facts submitted to Mr. Griscom, 
that Mr. Griscom would sign the statement which is shown 
on page 194. As I recall it Mr. Adams was prepared to 
present to Mr. Griscom and discuss with him all of the facts, 
although I don’t recall we ever had those made up in par¬ 
ticipation form. 

Q. Did you ask Bertron, Storrs and Griscom for a valu¬ 
ation of their banking services? A. Not directly as such. 
What I was seeking to obtain from Mr. Griscom was his 
opinion as to what the stock was worth at the time his firm 
accepted it. 

It very well may be that he would have approached his 
estimate of the worth of the stock through banking services, 
but I didn’t indicate to him how I wanted him to make the 
determination, and for the reasons I have indicated, be¬ 
cause of his reluctance to do anything at alL 

Q. How about Lee, Fisk, and the others? Did you in¬ 
dicate how they were to value their services? A. No, I 
don’t believe I did. I believe they rather, in the case of 
Lee and Fisk,—well, I can’t say, I don’t know how the 
question of valuing their services came in. In the case of 
Lee I discussed our problem with him and explained to him 
my understanding of the intentions of the original cost re¬ 
quirements, and I don’t know how he came to the conclu¬ 
sion that it was necessary to value it through his [7709} 
services, except I believe one of the things which influenced 
him is the fact that the stock ultimately had no value. 

As to why Mr. Fisk approached it from that point of 
view I don’t know. That was something which was han¬ 
dled directly with Mr. Fisk by Mr. Cole, and I never knew 
the details of how the valuation was arrived at. 
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Q. What valuation did you place on the services of 
Bertron, Storrs and Griscom? A. I didn’t place any. 

Q. What valuation do you claim in your original cost 
statement ? A. As a result of having arrived at the con¬ 
clusion that the common stock is worth $25. a share I valued 
the shares which were given in compensation at $186,562.50. 

Q. In other words, you multiplied $25 times 7,462 and 
a half shares of common. A. That is correct. 

Q. Why did you place a higher value on the services 
of Bertron, Storrs and Griscom than those of Lee, Higgin- 
son and Company? A. Because Bertron, Storrs and 
Griscom received a higher compensation for their services 
than did Lee, Higginson. 

Q. In other words, that was merely the mathematical 
[7710] result of the number of shares which you say each 
received. A. That is correct. 

Q. Didn’t Lee, Higginson and Company sell several 
times as many bonds as Bertron, Storrs and Griscom did? 
A. I think it can appropriately be concluded they sold more 
than Bertron, Storrs and Griscom did. Whether it was 
several times or not I don’t know because I never have 

been able to identify who actually sold all of the bonds. 

• • • 

By Mr. Hall: 

Q. Isn’t it your position that Lee, Higginson and Com¬ 
pany took a greater risk than Bertron, Storrs and Griscom 
under the bond and stock agreement of March 25, 1905? 
A. As regards the guaranteeing of subscriptions to bonds 
that is correct. That is as regards the guaranteeing of 
them to Knickerbocker Trust Company, the guarantee un¬ 
der the deferred subscriptions, which were pledged with 
Knickerbocker Trust Company under the loan. 

Q. Wouldn’t that indicate that Bertron, Storrs and 
Griscom were entitled to much less than 5 points commis¬ 
sion if that amount is supposed to measure the risk of Lee, 
Higginson and Company in connection with procuring bond 
subscriptions ? [7711] A. Not necessarily. 
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Q. How do you arrive at that conclusion, Mr. Gunn? 
A. Because it seems to me that Bertron, Storrs and Griq- 
com might have performed other banking services and 
might have had other risks and responsibilities, for example, 
as joint bankers with Fisk which Lee, Higginson and Com¬ 
pany didn’t have, and it is also my understanding that it is a 
banking practice, although I am not a banker, that people 
who originate transactions in the banking sense also are 
entitled to some compensation for that fact. 

Q. What specific banking service did Lee, Higginson 
and Company furnish to McCall Ferry? A. I don’t know 
in any more detail than is included in Exhibits 26 and 27. 

• • • 

[7718] By Mb. Hall: 

Q. Mr. Gunn, do you have any evidence which would 
indicate that Lee, Higginson and Company were ever 
called upon to make good under any guarantee in connec¬ 
tion with the financing? A. I have the evidence in that 
respect which was included on the tabulation which I pre¬ 
viously mentioned as having been obtained from Irving 
Trust Company and which was recently given to the staff 
and which is also included as a document in the Lee, Hig¬ 
ginson participation. As I recall there, for the purpose of 
the Knickerbocker Loan, they were required to guarantee 
several subscribers to McCall Ferry bonds, which sub¬ 
scriptions were presumably obtained by Lee, Higginson 
and Company, and they were also subscribers in the 
amount, I believe, of $2,300,000 for the purpose of imple¬ 
menting the guarantee, or the security pledged under the 
Knickerbocker Trust Loan. 

Does that answer your question? 

Q. Not exactly, Mr. Gunn. My question was did they 
ever actually make good any guarantee under the trans¬ 
action of which you have spoken or any other transaction. 
[7719] A. You mean was the firm as such ever required 
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Q. Make payments under the so-called guarantee you 
referred to? A. I don’t believe I quite understand. Is 
your question this: Did any of Lee, Higginson’s sub¬ 
scribers default and were they for that reason required to 
assume the subscribers obligation? Is that your question? 

Q. Yes. A. I don’t know whether they were or not. 

Q. Isn’t it your understanding that the subscribers 
were going to save Lee, Higginson and Company harmless 
from liability under the subscription agreement? A. 
May I have it read? 

(Question read.) 

The Witness: Mr. Hall, you will have to be a little 
more definite about that, and for this reason: As I under¬ 
stand it, Lee, Higginson became a subscriber as a firm 
under the Harvey Fisk and Sons underwriting agreement, 
and then Lee, Higginson in turn made an underwriting 
agreement of their own under which they obtained sub¬ 
scriptions, which I suppose you might term a subsidiary 
underwriting agreement now. Which one of those are you 
referring to in your question? 

By Mr. Hall : 

Q. I show you part 4 of the participation submitted 
[7720] to Mr. Lee. To what does that document refer? 
A. This document appears to be a subscription form for 
bonds and preferred stock of McCall Ferry Power Com¬ 
pany, although in the document it is called Susquehanna 
Power Company, and the Susquehanna Company was an 
early name for McCall Ferry Power Company. This docu¬ 
ment is the Lee, Higginson subscription form upon which 
they obtained subscriptions, as I understand it, after the 
Lee, Higginson firm had itself subscribed to the Fisk 
financing presumably on the Fisk underwriting form. 

Q. This document bound the subscribers of Lee, Hig¬ 
ginson and Company to the extent stated therein, right? 
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The Witness: Yes, sir. I understand “the extent 
stated therein,’’ to cover a relationship between Lee, Hig- 
ginson and Lee, Higginson subscribers, which arose as a 
result of Lee, Higginson as a firm having subscribed to 
bonds in the Fisk underwriting, presumably under the Fisk 
subscription contract. Therefore, this document tha t you 
have shown me describes the relationship between Lee, 
Higginson and Lee, Higginson customers, but not the re¬ 
lationship between Lee, Higginson and Fisk or the rela¬ 
tionship between Lee, Higginson and Knickerbocker Trust 
Company as respects those subscriptions obtained by Lee, 
Higginson, payment of which was [7721] deferred and 
which was pledged under the Knickerbocker loan arrange¬ 
ment. 

By Mr. Hall: 

Q. In other words, you are saying that if Lee, Hig¬ 
ginson and Company incurred any liability by reason of 
its relationship to Harvey Fisk and Sons, that liability 
could be passed on and assumed by the subscribers of Lee, 
Higginson and Company? A. Yes, I believe that is the 
theory. Of course, it is only a theory, and if the sub¬ 
scribers didn’t make good Lee, Higginson still would be in 
trouble with the subscriptions. I take that to be the reason 
that Knickerbocker Trust Company, in working up their 
settlement computations,which are also included in the Lee, 
Higginson participation, required that as a condition pre¬ 
cedent to an extension of the Knickerbocker Trust loan, 
Lee, Higginson, as a firm, guarantee to make good on the 
subscriptions that had been obtained by Lee, Higginson 
from Lee, Higginson’s own customers. 

Q. By that you mean that the customers of Lee, Hig¬ 
ginson and Company, as well as Lee, Higginson and Com¬ 
pany, were obligated to Knickerbocker Trust Company? 
Is that what you are saying? A. Not quite. What I Am 
saying is this: That apparently Knickerbocker Trust 
Company took the position that they [7722] would look 
directly and solely to the firm of Lee, Higginson for se- 
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curity under the Knickerbocker Trust loan, thus leaving 
it up to Lee, Higginson as to what they might do with re¬ 
spect to the relationship between the firm of Lee, Higgin¬ 
son and Lee, Higginson subscribers. Maybe that is the 
same thing but it seems to me they are just slightly dif¬ 
ferent. 

[7723] Q. Did Lee, Higginson and Company, or any rep- 
presentative thereof, show you any valuation of the bank¬ 
ing services of that firm? A. No, sir, nothing more 
than stated in Lee’s affidavit. 

Q. Did anyone show you the cost to that firm of its 
banking services? A. No, sir. 

Q. Do you know what that cost was? A. No, sir. 

Q. Did the books and records of McCall Ferry or Sus¬ 
quehanna Contracting Company show the nature and ex¬ 
tent of the services performed by Lee, Higginson and Com¬ 
pany? A. Only to the limited extent that is shown in 
Exhibit 27 and in the company’s records which have been 
available to the Commission Staff. 

Q. Did the McCall Ferry or Susquehanna Contracting 
Company show any valuation of the Lee, Higginson and 
Company banking services? A. No, sir, except to the 
extent that Lee, Higginson received the securities and com¬ 
pensation for them. 

Q. Was there any contract between McCall Ferry or 
Susquehanna Contracting Company and Lee, Higginson 
and Company making McCall Ferry liable for the payment 
of banking services? A. Not so far as I know. 

[7724] Q. Have you found any evidence that McCall Ferry 
or Susquehanna Contracting Company ever contemplated 
paying cash for any of the banking services to be rendered 
by Lee, Higginson and Company? A. No, sir. 

• • • 

[7742] By Mb Hall: 

Q. Mr. Gunn, I believe you have selected July 15,1905 
in your computations as the time of the issuance of the 
bonds. Bight? A. I think it was June 15. 
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Q. Yes, June 15. A. That is right; yes, sir. 

Q. As of what date were the bonds actually issued to 
the subscribers? A. You are referring there to people 
beyond the bankers when you speak of “subscribers”? 

Q. Yes. 

• • • 

The Witness: The $250,000 par value of bonds which 
went to Harlow-McGaw in exchange for their property was 
issued [7743] in June, 1905. The bonds to the non-deferred 
subscribers were issued about February, 1908, and the 
bonds to the deferred subscribers were apparently issued 
about November, 1908. 

Mb. King: By “issued”, Mr. Hall, you mean 

mechanical passage of the certificates? 

• • • 

Mb. Hall: I mean the time at which the bonds 

were turned over to the subscribers. 

• • • 

[7744] By Mb. Hall: 

Q. Mr. Gunn, why did you choose the date of June 15, 
1905 to begin the amortization of bond discount expense, 
when the bonds were not issued until 1908? A. That 
is the date the bonds were issued by McCall Ferry Power 
Company I believe to Susquehanna Contracting Company, 
or at least as I recall it is the date on which interest on 

the bonds began accumulating. 

• • • 

By Mb. Hall: 

Q. When was interest first paid on bonds issued to 
subscribers? A. As I understand it, according to the 
underwriting agreement of March 25, they were to be 
credited, the subscribers I mean were to be credited, with 
interest from the date of their payments, the first payment 
of which was shortly after issue in the case of the deferred 
subscribers. 

Q. Isn’t it a fact, Mr. Gunn, that the subscribers were 
to be paid interest only on the advancements made? A. 
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Yes, I think that is right. That is all they were entitled to, 
I believe, under the underwriting agreement. 

Q. It had nothing to do with bond intrest. [7745] A. 
It seems to me it did. It seems to me it was at the rate of 
bond interest. 

Q. And that is the only relation it had! 

• • • 

The Witness: The specific relation in the terms of 
the underwriting agreement are given on page 82 of Ex¬ 
hibit 27, and reads as follows: 

“The price is $900, and accrued interest, if any, for 
each $1,000 bond, together with preferred stock of the par 
value of $450, and is payable to the bankers at their office 
No. 62 Cedar Street, New York City, in installments of 
not more than 20 per cent each, the first upon five days’ 
notice on or after allotment, and the others upon call of 
the bankers on 20 days’ notice. The subscribers are to be 
credited with interest at five per cent per annum on all 
installments from times of payment until delivery of bonds 
and stock.” 

If you will refer to the tabulation which was obtained 
from Irving Trust Company, successors to Knickerbocker 
Trust Company, you will find that in the settlement at the 
time of delivery of bonds that credit of interest was treated 
as bond interest, the latter being further evidence of the 
fact it was construed as bond interest. 

Trial Examiner: The rate on the bonds was what? 
[7746] The Witness: Five per cent. 

Trial Examiner: Same rate of interest, then, on 

both instances? 

The Witness: Yes, sir, and in the instance of the set¬ 
tlement by Knickerbocker Trust Company the interest 
that had been credited to these advances was offset against 
the coupons on the bonds, thus bringing the relationship of 
the two into what seems to me to be complete consonance. 
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Tbial Examinee: The interest which accumulated 
on the deposit by the subscribers, payments by the sub¬ 
scribers on call, was not actually paid in cash but later 
on paid by bond coupons! 

The Witness: No, it was later on used to reduce the 
final payment of the bond subscribers. 

I believe another fact, Mr. Examiner, that ties it in 
closely is the fact that while the people who advanced the 
money received a five per cent credit the cost to Susque¬ 
hanna Contracting Company of the money obtained from 
Knickerbocker Trust Company was nominally six per cent, 
with a pre-payable bonus to Knickerbocker Trust Company 
which made the cost of that money about 6.9 per cent. 

• i • 

By Mb. Hall: 

Q. Mr. Gunn, isn’t it a fact that in making the [7747] 
settlement Knickerbocker Trust Company calculated only 
the accrued bond interest from the date next preceding the 
date of settlement! A. I think that is correct. The ex¬ 
act calculation is shown on the tabulation which was ob¬ 
tained by me from Irving Trust Company, and is included 
as a part of the Lee, Higginson participation. 

• • • 

By Mb. Hall: 

Q. The amount upon which interest was credited was 
less than the face value of the bonds; right! A. Yes, 
to be sure. Interest was credited on the payments as they 
were made. In the case of deferred bond subscribers, the 
payments were made on 20 per cent calls. 

Q. In other words, the subscribers did not receive the 
full coupon rate prior to the date of issuance of the bonds 
to the subscribers. 

• • • 

The Witness: Certainly they did. They received the 
full five per cent. That is the coupon rate. 
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[7748] By Mr. Hall: 

Q. The full five per cent on the face value of the 
bonds? A. No, full five per cent on the money they had 
advanced. 

• • • 

[7769] By Mr. Hall: 

Q. Mr. Gunn, I believe you previously testified that 
Hillside Water and Power Company and Susquehanna 
Water and Power Company were paper companies with 
no funds and no assets; right? 

• • • 

The Witness: That is substantially correct. I be¬ 
lieve probably the qualifying shares were paid for, but 
aside from that they had no assets that I know of. 

By Mr. Hall: 

Q. Since these companies were organized by Hutch¬ 
inson, isn’t it reasonable to conclude that Hutchinson sup¬ 
plied the funds required to create them? 

• • • 

[7770] The Witness: I don’t know, but I think it is a 
reasonable conclusion, for whatever that is worth. 

By Mr. Hall: 

Q. You have also assigned a cash value of $25 per 
share to the ten incorporators’ shares; right? A. Yes, 
sir, I did that. I believe that is correct. I used $25 a share 
consistently for all valuation of McCall Ferry Power Com¬ 
pany stock which entered into the determination of original 
cost. 

Q. Have you included the $250 cash value for these 
shares in your original cost determination? A. Yes, 
sir. 

Q. What do you claim the $250 represents? 

Mr. King: $250? 

Mr. Hall: Yes, ten incorporators’ shares at $25. 
per share. 
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The Witness: It represents the cash value of the 
stock. 

By Mb. Hall: 

Q. How have you classified the $250 for the purposes 
of your claim? A. Included in organization expense. 

Q. For what company does the $250 represent organ¬ 
ization expense? A. Two companies which were merged 
to create McCall [7771] Ferry Power Company. 

Q. Wasn’t Hutchinson reimbursed for the expendi¬ 
tures in organizing those companies by the $750,000 cash? 
A. I don’t know whether he was or not. 

[7772] Q. Will you refer to Account 301 of the uniform 
system of accounts? A. Yes, sir. 

Q. Doesn’t Note “B” of Account 301 require you to 
exclude the cost of organizing predecessor companies when 
the cost of reorganization is included? 

• • • 

The Witness: You don’t mean cost of reorganization, 
do you, Mr. Hall? In this instance it was a consolidation, 
and I think that is what you refer to. 

By Mr. Hall: 

Q. Isn’t it a fact, Mr. Gunn, that Note “B” of Ac¬ 
count 301 requires that the cost of organizing predecessor 
companies is to be excluded if the cost of reorganization 
is included in the plant account? A. The account states 
that and states also that mergers and consolidations must 
be excluded, but I don’t think the words used in that account 
have any application whatever to the situation in McCall 
Ferry Power Company respecting the Hillside and the Sus¬ 
quehanna Companies. It seems to me it is wholly inap¬ 
plicable. 

Q. Why? A. Because, as I understand it, it was a 
legal necessity to create those two companies as a condi¬ 
tion precedent [7773] to the creation of the McCall Ferry 
Power Company, and if that be true it clearly does not 
fall within the meaning of Note “B” so far as I can tell. 
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Q. Nevertheless, the $250 we have been discussing 
represents the cost of organizing predecessor companies? 
A. No, I don’t think it represents that. 

Q. What do yon think it represents? A. It repre¬ 
sents the market value of the qualifying shares in those 
companies at $25 a share. 

Q. What is the basis for the claim for the market value 
of those shares? A. Because that is, as far as we know, 
the best measure of organization expense. 

Q. Why do you include the cost of organizing those 
two companies in Penn Water’s organization expense? 
A. Because they were a legal pre-requisite to the crea¬ 
tion of both McCall Ferry Power Company and Pennsyl¬ 
vania Water and Power Company. Without the incurring 
of that expense neither corporation could have existed. 
That is my understanding of it, at least. 

Q. Incurring of what expense? A. Incurring of the 
expense that I have imputed to the organization of the Hill¬ 
side and the Susquehanna Company and as measured by 
the market value of the qualifying shares in those com¬ 
panies. Incidentally, I don’t think that represents [7774] 
more than a small fraction of the cost of organizing the 
companies but at least that is all we have included in the 
original cost for it. 

Q. In other words, you have included the amount of 
$250 in lieu of actual cost, right? A. I have included 
it as a part of the organization expense of subsidiary com¬ 
panies, being Hillside and Susquehanna Companies, which 
were necessary to be organized "before either McCall Ferry 
Power Company or Pennsylvania Water and Power Com¬ 
pany could be created, as I understand it. It was a legal 
matter and a legal requirement, as I understand it. 

Q. Do you know the actual cost of organizing Hillside 
and Susquehanna? A. No. 

Tbial Examines : Where did you get the figure of 

$25 a share? 
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The Witness: It, Mr. Examiner, represents the gen¬ 
eral conclusion as to the value of McCall Ferry Power 
Company common stock which we have concluded was $25 
a share and the shares we are now discussing are the quali¬ 
fying shares which, for the want of a better figure, I also 
valued at $25 a share in the interest of consistency in the 
valuation of all of McCall Ferry’s common stock. 

By Mr. Hall: 

Q. Mr. Gunn, I believe you have indicated that it was 
[7775] decided to build a dam of 185 foot elevation about 
August 8, 1905? A. The recommendation for a dam at 
that elevation by the board of advisory engineers was on 
the date of August 7, 1905. 

Q. And it was decided to build a dam of 165 foot eleva¬ 
tion in June of 1906, right? A. Yes, sir, June 19, 1906. 

• • • 

By Mr. Hall : 

Q. So, Mr. Gunn, prior to August 8, 1905, the plans 
called for the construction of a dam of 155 foot elevation, 
right? A. Yes. 

• • • 

[7776] Q. Do you want to add something? A. Yes. 
Various elevations, I believe, had been considered prior 
to August 8- 

• • • 

The Witness: What is bothering me, Mr. Examiner, 
is that I have given a categorical answer that is not correct 
without qualification. 

Trial Examiner: Very well. 

The Witness : The qualification would have to be this: 
At various times prior to August 8th various elevations 
had been considered, but at the time the financing was un¬ 
dertaken the elevation then in contemplation was 155. 
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By Mb. Hall: 

Q. And financing was based on elevation 155, a dam 
with elevation 155? A. Yes, sir. 

[7777] Q. Did Mr. Hutchinson, by reason of his option of 
April 14, 1903, with Harlow-McGaw, secure the right to 
flood the canal above McCall Ferry, above the McCall 
Ferry site? 

• • • 

The Witness: Yes, sir, but there were several obliga¬ 
tions attached to the securing of that right. 

By Mb. Hall: 

Q. As a result of that agreement isn’t it then a fact 
there was then no barrier to Hutchinson’s proposed de¬ 
velopment? 

• • • 

The Witness: That is correct, if the terms of that 
agreement were carried out, both as regards Harlow’s ob¬ 
ligations and Hutchinson’s obligations, there would have 
been no barrier so far as Harlow-McGaw were concerned. 
[7778] Q. Hutchinson’s option still was in effect when the 
financing for the 155 foot dam was completed; right? A. 
Hutchinson’s option with Harlow-McGaw? 

Q. Yes. A. Yes, sir. 

• • • 

By Mb. Hall: 

Q. Isn’t it a fact, Mr. Gunn, that for the purpose of 
the development contemplated in March of 1905, Hutchin¬ 
son’s option covered all the properties necessary for that 
development, referring to the option with Harlow-McGaw? 

• • • 

The Witness: Yes, at least that appears to have been 

the conclusion of those who were involved in the transac¬ 
tion at that time. 

• • • 

[7779] I think I had better limit that answer to this ex¬ 
tent to say that Hutchinson’s option included all of the 


Donald Guim, Cross 


1075 


property owned by Harlow-McGaw necessary to the proj¬ 
ect then contemplated. 

By Mr. Hall: 

Q. Then how can yon explain the total purchase of 
the Harlow-McGaw properties by Fisk for McCall Ferry? 
A. There are several reasons for it. 

Q. Will yon indicate those reasons? A. Well, one 
of the reasons is that by the purchase of that McCall Ferry 
Power Company came into substantial control of the 
whole of the potentially valuable section of the Susque¬ 
hanna River from Columbia to Tidewater, that is poten¬ 
tially valuable for water power developments. 

In addition to that they escaped very large, or what 
may have become very large, costs to them in satisfying 
their obligations under the agreement with Harlow-McGaw. 

Q. What are the large obligations to which you refer, 
Mr. Gunn? A. The construction, and I believe also the 
operation of locks through the Holtwood dam, the construc¬ 
tion, and, as I recall it, the operation of locks at the head 
of the reservoir of the Holtwood dam reservoir for re-en¬ 
trance into a canal, and the provision of alternative route 
for Harlow- [7780] McGaw’s railroad, that is a route al¬ 
ternative to the canal towpath that he was then consider¬ 
ing. 

Q. Those expenditures would be necessary only if it 
were decided to make the river navigable and construct 
the railroad; right? In other words, Mr. Gunn, the ex¬ 
penditure could be deferred until that was decided upon. 
A. Mr. Hall, I have not read sufficiently recent the agree¬ 
ment, but it is my impression Harlow had the right to 
insist upon the performance of those conditions at will 
If you wish I will read the agreement and ascertain if that 
is a fact. 

Q. No, that is not necessary at this particular time, 
Mr. Gunn. But the expenditures to which you referred 
would be necessary only after Harlow-McGaw had indi- 
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cated the desire to carry out the canal and railroad plan; 
right? 

• • • 

The Witness: No, that is not my recollection. 

By Mb. Hall: 

Q. What is your recollection? A. My recollection 
is that Harlow-McGaw could insist [7781] upon compliance 
at any time. 

As I said, to make certain of that I will have to read 
this agreement which is part 2 of Exhibit 27. 

Q. What amount have you included in your original 
cost determination for the Harlow-McGaw lands? 

• • • 

[7782] The Witness: $450,432. 

By Mr. Hall : 

Q. Did you consider that the amount of $13,772.22 
which you claim in connection with the Pullen option is a 
cost of the Harlow-McGaw lands? A. I don’t know how 
I considered it. I considered it just as it is set forth on 
page 53 of Exhibit 26, namely, that it was a cost of the 
Pullen options. I had no occasion to connect it up with 
anything else. 

Q. It is a fact that option was purchased in order 
[7783] to acquire the option of the Harlow-McGaw lands? 
A. I don’t know. You will have to draw your own conclu¬ 
sion. 

Q. Are you saying that the amount of $450,432- 

Will you withdraw that last question, please? 

Didn’t you have to determine what the amount of 
$13,772.22, relating to the Pullen option purchase, repre¬ 
sented in order to include it in your claim cost? A. Cer¬ 
tainly I determined what it represented. It is fully ex¬ 
plained in Exhibit 26. 

Q. What does it represent? A. It represents cash 
of ten thousand dollars, interest of $22.22, and 150 shares 






Donald Guwn, Cross 1077 

of common stock at $25, that being $3,750, making a total 
of $13,772.22. 

Q. How did yon classify the total amount of $13,772.22 
in your original cost determination? A. As land cost. 

Q. And what lands did yon associate that amount 
with? A. None, I just put it in the lands account. It 
was not necessary to associate it with any land. 

Q. What lands were acquired in return for the 
$13,772.22? A. The Pullen option. 

Q. Is that land cost? A. Land right; cost of land 
right. 

[7784] Q. What land does it cover? A. The option 
speaks for itself. It is in Exhibit 27. Do you want me to 
read it? 

Q. Don’t you know without reading it? A. No. If 
you want to know what it is I will read it into the record. 

Q. Didn’t you have to know what land it related to in 
order to determine your cost? A. Yes, sir, I knew ex¬ 
actly what was in the Pullen option seven or eight years 
ago but I don’t remember now. 

Q. Are you saying, Mr. Gunn, that you do not now 
know whether or not it is proper land cost? A. I cer¬ 
tainly am not saying that. I am convinced that it is thor¬ 
oughly proper land cost. 

Q. Then, what land is it a proper cost of? A. It is 
a proper cost of the land rights which went into the crea¬ 
tion of the McCall Ferry development. 

Q. Which particular tract of land? A. I didn’t as¬ 
sociate it with any particular tract of land. But as I re¬ 
member about a week ago I testified it was associated with 
an option over the Welsh properties, I believe, and an 
option over the Harlow-McGaw properties. 

Q. In other words, you considered that amount to be 
part of the cost of the Harlow-McGaw properties? A. 
You may so construe it if you wish. All I did with [7785] 
it was to determine what the amount was and put it in 
McCall Ferry Power Company’s land cost account. 
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Q. You don’t have a copy of the option held by Pullen 
in your Exhibit 27, do you? A. No, I believe I was mis¬ 
taken in referring to Exhibit 27. There is at least a sum¬ 
mary of it in Exhibit 26. 

Yes, Mr. Examiner, I find that the agreement itself 
is included beginning at page 94 of Exhibit 27. 

Trial Examiner: In part 2 of Exhibit 27 is the 
acquisition by Hutchinson of an option on the Harlow- 
McGaw property. Is that correct? 

The Witness: Yes, sir. That is not exactly right, Mr. 
Examiner. It is the right to flood any of Harlow-McGaw’s 
properties that would be flooded by Hutchinson’s proposed 
dam at McCall Ferry, whatever that would be. 

Trial Examiner: And that right is the right which 
is represented by your amount of 450,000-odd dollars 
on page 3 of Exhibit 26? 

The Witness: No, sir. That right is the right that 
is reflected by the necessity to build locks through the dam 
to provide Harlow with another railroad right of way and 
to provide entrance locks to a canal above, at the upper 
reaches, of the Holtwood reservoir. 

Trial Examiner: What covers the Harlow-McGaw 
properties and rights? 

[7786] The Witness: Of what do they consist? 

Trial Examiner: No, what document embraced in 
Exhibit 27 covers the acquisition of Harlow-McGaw’s 
properties and rights? 

The Witness: Part 15 of Exhibit 27, which is page 

125. 

Trial Examiner: And the rights conferred by that 
agreement between McGaw, Harlow and Houseman 
on one hand and Harvey Fisk and Sons on the other, 
is what you have valued at 450,000-odd dollars? 

The Witness: Yes, sir, the 450,000-odd dollars being 
the consideration paid for those rights. 
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By Mr. Hall: 

Q. Does the amount of $450,432 represent the market 
value of the Harlow-McGaw properties at the time of their 
acquisition? A. Mr. Hall, by “market value” are you 
referring back to the definition of market value you gave 
me several days ago, namely, a willing seller will accept 
and a willing buyer will pay if both were equally informed? 

Q. I referred to that with reference to market value 
of securities, I believe. A. Does that definition still hold 
good here? 

Q. Yes. 

• • • 

[7787] The Witness: In the light of your definition I 
would doubt very much if that represented the market 
value. 

[7788] Q. What investigation did you make of the reason¬ 
able cost or market value of those properties? A. None. 
I think it is obvious under the condition of the sale that 
the market value as you have defined it would have been 
greater than what was there paid in that transaction. 

Q. In other words, you are saying that the McCall 
Company acquired the property at less than market value? 
A. Yes, undoubtedly, under your definition of market value, 
because it is perfectly obvious that Harlow-McGaw were 
no longer free agents after Harvey Fisk and Sons suc¬ 
ceeded in completing the financing. 

Q. What do you mean by that? A. I mean simply 
this: That there was a limited power market within the 
reasonable reaches of the Susquehanna River and the Mc¬ 
Call Ferry development was the most economical site to 
develop. When that site had been developed it was known 
by all who were familiar with the river at that time that 
it would be many, many years before another development 
could be justified. Subsequent events proved that it was 
15 or 20 years before another development was in fact 
justified, and Harlow-McGaw were simply stuck with this 
property and they had either to sell it to Fisk or sit there 
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and hold it without any prospects for a long, long time of 
getting their money out of it. 

[7789] Trial Examiner: The McCall Ferry Power Com¬ 
pany, however, needed those rights, didn’t they? 

The Witness: No, they didn’t have to have them. The 
option Hutchinson had was adequate for them. 

Trial Examiner: I thought at least some small 
part of it was necessary. 

The Witness: There may be some doubt about that to 
this extent, Mr. Examiner- 

Trial Examiner : Those Harlow-McGaw rights 
covered rights to the Susquehanna and Tidewater 
Canal and Else Island, is that right? 

• • • 

The Witness: By “Those Harlow-McGaw rights” you 
are speaking now of the ones which came in by actual 
ownership through Harvey Fisk and Sons? 

Trial Examiner: No, I am referring to the ones 
that are covered by the valuation of 450,000-some odd 
dollars. 

The Witness: That is the one which came in through 
Harvey Fisk and Sons? 

Trial Examiner: Yes. 

The Witness: McCall Company didn’t have any need 
for Else Island. The project map indicates that Else 
Island is in the Safe Harbor project. 

Trial Examiner: But the lower part of the Island 
is beyond [7790] the Safe Harbor project? 

The Witness : Yes, but it is also above the backwater 
of the Holtwood project. 

Trial Examiner: It is? 

The Witness : Yes. 
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Trial Examiner: What about the Susquehanna 
and Tidewater Canal? 

The Witness: Well, Hutchinson had obtained in his 
option from Harlow and McGaw the right to flood that 
canal in that 1903 option. I think it was dated April 14. 
We referred to it a few minutes ago. 

By Mr. Hall: 

Q. That option never was exercised? A. No, but it 
was in force at the time Harvey Fisk and Sons bought the 
water power rights. It could have been exercised. 

• • • 


[7796] By Mr. Hall: 

Q. Will you refer to the map in the back of Exhibit 
No. 26 and point out the properties acquired from Harlow- 
McGaw? A. The properties acquired from Harlow- 
McGaw by Harvey Fisk and Sons are shown on that map 
in green. 

They consist of the Susquehanna Tidewater Canal, the 
Proprietors of Susquehanna Canal, and numerous separate 
parcels lying along the shore and include islands in the 
Susquehanna River between Wrightsville and Columbia, 
Pennsylvania, at upstream limit and Havre de Grace, 
Maryland, at the downstream limit. 

Q. Will you indicate what portions of those properties 
were required for the McCall Ferry project? A. The 
property which was required for the McCall Ferry 
project- 

Mr. King: Excuse me, Mr. Gunn. 

You mean at the elevation at which it was built 

or the elevation considered prior to that time? 

Mr. Hall: At which it was built, Mr. King. 

The Witness: May I ask one question? At which it 
was built and using dashboards the way they are now used? 
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By Mb. Hall: 

Q. Yes. A. With that clarification, the property ac¬ 
quired from Harlow-McGaw by Harvey Fisk and Sons 
which was required for the [7797] Holtwood development 
as the Holtwood development was built and is now oper¬ 
ated consisted of the section of canal, that is the Susque¬ 
hanna and Tidewater canal, from a point about a mile 
below the Holtwood dam extending to a point upstream 
approximately to the present location of the Safe Harbor 
dam, as well as a flooding easement over Else Island, to 
the extent that that island lies downstream of the Safe 
Harbor dam. 

That flooding easement is made necessary because, un¬ 
der certain particular flow conditions which occur at odd 
intervals of time, a part of the island is flooded. 

• # • 

Q. You mean flooded by the Holtwood dam backwater! 
A. Yes, sir. 

Q. What portion of the properties acquired from Har- 
low-McGaw were useful for the Safe Harbor project! A. 
That part of the Susquehanna and Tidewater canal which 
extends from the Safe Harbor dam upstream to Wrights- 
ville, or approximately to Wrightsville, together with the 
portion of Else Island which lies upstream from the down¬ 
stream side of the Safe Harbor dam foundation. 

Q. Aren’t there six other small islands included in the 
Harlow-McGaw land necessary for the Safe Harbor 
project! 

• • • 

[7798] The Witness : Yes, sir, there were, and those other 
small islands were originally a part of Else Island and have 
since been broken off and acquired names. That is the 
reason why they are not shown separately on the map which 
is a part of Exhibit 26. 

By Mb. Hall: 

Q. In other words, they are included in Else Island 
on the map! A. That is correct. 
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Q. Using this map will you generally describe those 
lands and riparian rights acquired from Harlow-McGaw 
which lie below the McCall Ferry tailrace? 

• • # 

The Witness: Yes, sir. In order to make that ex¬ 
planation I will have to make a slight amendment to the 
property I described as being necessary to the Holtwood 
project. The downstream extent of the Holtwood project 
would be marked by a line drawn across the river just 
upstream from the end of Bear Island. 

[7799] If you will notice on the east side of the river there 
is shown two tracts of land in green just upstream from 
that line. The first tract was acquired as a tract of land 
separate from the canal by Harlow and thus acquired by 
Penn Water from Harlow in the transaction between Har¬ 
low-McGaw and Harvey Fisk and Sons. 

Trial Examiner: The west side rather than the 
east? 

Mr. King: That is what we think, Mr. Examiner. 

The Witness: Yes, sir, it is the west side of the river, 
Mr. Examiner. I was mistaken. 

Just upstream from the tract I just described is 
another tract of land which was a part of the canal ac¬ 
quired from Harlow-McGaw and which is also used and 
useful by Penn Water in its Holtwood project. 

Now, proceeding to answer your question directly, 
downstream- 

Mr. Hall : Is that the Kilgore tract you had refer¬ 
ence to, Mr. Gunn? 

The Witness : The first one was the Kilgore tract, that 
is the tract of land laying nearest to the downstream 
boundary of the Holtwood project that I just described. 

Proceeding now to the description of property in an¬ 
swer directly to your question: On the west side of the 
river there is the canal and canal rights extending from a 
point near the upstream end of Bear Island to Havre de 
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Grace, [7800] Maryland, which was a part of Harlow- 
McGaw and which was not used and useful in the Holtwood 
project. 

Just opposite Bear Island are two separate parcels of 
land which were acquired in that transaction and which 
were not used and useful in the Holtwood project. 

Continuing downstream to the point where there is in¬ 
dicated the Conowingo Bridge, just below the Pennsylvania- 
Maryland line, there is another tract of land which was 
acquired from Harlow-McGaw and which was not used and 
useful in the Holtwood project. 

Continuing further downstream to a point just north 
of Roberts Island there are two tracts which were not used 
and useful in the Holtwood project. 

Continuing further to the vicinity of Havre de Grace 
there is there shown another tract. All of the tracts I have 
just been explaining lie on the west side of the river and 
downstream from the Holtwood project. 

Proceeding now to the east side of the river and down¬ 
stream from the Holtwood project there are three tracts of 
land lying between Fishing Creek and a point opposite 
Johnson Island which were acquired in the Harlow-McGaw 
transaction and which were not used and useful in the 
Holtwood project. 

Continuing further downstream there are two separate 
tracts just south of Peters Creek and just north of the 
[7801] Pennsylvania-Maryland line which were acquired 
in that transaction and were not used and useful in the 
Holtwood project. 

Just south of the Pennsylvania-Maryland line, begin¬ 
ning at a point identified as Ark Haven, is the canal and 
canal rights of Proprietors of Susquehanna Canal which 
extends from Ark Haven to a point identified as Rock Run, 
which is the head of Tidewater in the Susquehanna River. 

In that same area, aside from and in addition to the 
canal rights, a large tract of land identified as Bell Farm 
lying on each side of Conowingo Creek and it was acquired 
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from Harlow-McGaw. It was not used and useful in the 
Holtwood project. 

Continuing further downstream to a point identified 
as Octoraro Creek and extending upstream is another tract 
of land acquired from Harlow-McGaw and not used and 
useful in the Holtwood project. 

The property I have now just described lies on the 
east side of the river. 

In addition there was acquired from Harlow-McGaw 
several islands lying downstream from the boundaries of 
the Holtwood project, these being Bear Island opposite 
Muddy Creek just downstream from the Holtwood project, 
Johnson Island, lying near the eastern bank of the river 
and located between Fishing Creek and Peters Creek, an 
unidentified island [7802] lying about the middle of the 
river and just downstream from the site of the old Cono- 
wingo Bridge, another island identified as Amos Island, 
lying near the western shore of the river and upstream 
from the point identified as the present site of the Cono- 
wingo Dam. 

That, I believe, completes the description of the prop¬ 
erty acquired from Harlow-McGaw in the Harvey Fisk and 
Sons transaction and which is now not used and useful in 
the Holtwood project but located below the boundaries of 
the Holtwood project. 

By Mr. Hall: 

Q. Is that all, Mr. Gunn? A. I have just noticed 
that in describing the islands I missed one unidentified 
island which is located near the eastern shore of the river 
opposite a point on the east shore of the river, identified as 
Fites Eddy. 

Q. Mr. Gunn, was the name of the second tract of land 
acquired from Harlow-McGaw which you mentioned as 
lying within the Holtwood line boundary the Cunningham 
tract? A. Yes, sir, that is correct. 

Q. From your description I take it that there was 
much more land and riparian rights acquired below the 
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project boundary of McCall Ferry from Harlow-McGaw 
than above the project boundary. 

• • • 

[7803] The Witness: In making my description of the 
property acquired from Harlow-McGaw by Fisk, and which 
is not now used and useful in the Holtwood project, I used 
the term “Holtwood project boundary’’ for the want of a 
better one and described it as being a line drawn across 
the river approximately at the upstream end of Bear 
Island. 

Now, it is necessary to draw the line of demarkation 
between the Holtwood project and the downstream project 
at about that point because the construction of the Holt¬ 
wood Dam disturbed the river flow, or at least the distribu¬ 
tion [7804] of the river flow, down to that point and made 
it necessary for Holtwood Company to own the water 
power rights on both sides of the river down to approxi¬ 
mately that point at least. 

By Mb. Hall: 

Q. I take it just then, Mr. Gunn, you were answering 
the Examiner’s question or clearing up the question he 
mentioned. 

Now, will you answer the question as to whether or 
not there is much more land and riparian rights acquired 
below the McCall Ferry boundary as you have described 
it from Harlow-McGaw than above that boundary. A. 
By “much more” what do you mean? Footage, acreage, 
value, or how do you want that “much more” measured? 

• • • 

Q. River front footage and acreage. A. It is simply 
an inquiry as to whether there is more down than up¬ 
stream? 

Q. Yes. A. It appears evident that on a front foot¬ 
age or acreage basis a larger proportion of the property 
acquired from Harlow-McGaw lies downstream from the 
downstream boundary of the Holtwood project than lies 
upstream from that boundary. 
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[7805] Q. The properties below that boundary were those 
which Harlow-McGaw had intended using for the lower de¬ 
velopment. Right? A. What lower development, Mr. 
HaH? 

Q. The lower development Mr. Harlow had in mind. 
A. He had several lower developments in mind. 

Q. For any lower developments? A. Well, Mr. Har¬ 
low had contemplated a scheme of developing the river aH 
the way from Wrightsville to Havre de Grace, utilizing 
primarily his canal which consisted of power house “A”, 
so identified on the map, and lying just upstream from • 
the Conowingo Bridge, another power house identified as 
power house “B”, just upstream from the Maryland-Penn- 
sylvania line, another power house identified as power 
house “C”, adjacent to the downstream end of Bear 
Island. All of those power houses were at one time or 
another contemplated by Harlow-McGaw for development 
of that section of the river which is south of the present 
boundary of the Holtwood development, although power 
house identified as Harlow power house “C” at the down¬ 
stream end of Bear Island would have flooded what is now 
the Holtwood Dam site. 

Q. And those Harlow-McGaw properties below the 
boundary as you have described it now form the major part 
of the lands in the Conowingo development. Right? 

• • • 

[7806] The Witness: No, I don’t think that would be at 
all true, Mr. Hall. I say that for this reason: If you will 
notice the map there are what offhand looks to me to be 
50 or 100 islands in the river which were not acquired from 
Harlow-McGaw. 

In addition to that, the canal rights which Harlow- 
McGaw had were at a low elevation and extensive land 
rights at a higher elevation than the canal rights, all along 
both shores had to be acquired in addition to what came 
from Harlow-McGaw, because the Conowingo development 
has a head in excess of 90 feet which flooded much more 
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land in all directions than were acquired from Harlow- 
McGaw. 

[7807] Q. The lands lying below the Holtwood boundary 
as you have described it constituted a substantial part of 
the lands now comprising the Conowingo project? A. 
No, I wouldn’t say that, Mr. Hall. Offhand I wouldn’t say 
it was even a substantial part, though it would take a thor¬ 
ough investigation to determine that. I can say that what 
was acquired from Harlow-McGaw by Harvey Fisk and 
Sons, and was used in the Conowingo project, is all of 
* Harlow-McGaw property that I have described which lies 
upstream of a point at the mouth of Octoraro Creek and 
downstream from the downstream boundary of the Holt- 
wood project. I think that is about all you can say. 

If I had to characterize it I would say it was not a 
very great proportion of the water power rights which 
were ultimately required for the Conowingo project. 

Q. What lands did Susquehanna Power Company seek 
to acquire through condemnation in 1906? 

• • • 

The Witness: As I understand it it was all of the 
lands lying in Maryland which were then owned by McCall 
Ferry Power Company and which had been acquired from 
Harlow-McGaw by Harvey Fisk and Sons. 

By Mb. Hall: 

Q. Did McCall Ferry own any lands in Maryland not 
[7808] acquired from Harlow-McGaw? A. Not so far as 
I know. At least they didn’t hold any along the river. 
They held some transmission line rights-of-way but that 
had nothing to do with the river. 

Q. For what purpose did Susquehanna Power Com¬ 
pany seek to acquire the land in Maryland? A. Hydro¬ 
electric power development as I recall it. 

Q. I take it from what you said Susquehanna did not 
want all of the land below the McCall Ferry boundary but 
only the land lying within the State of Maryland? A. I 
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don’t know that you could draw that conclusion, but the 
condemnation proceeding we previously talked about was 
a Maryland condemnation and obviously they couldn’t con¬ 
demn Pennsylvania property in a Maryland court. I 
wouldn’t say it followed from that that they didn’t want 
the property in Pennsylvania, because I think they did. 

Q. Mr. Gunn, isn’t it a fact that the proposed Sus¬ 
quehanna Power Company dam was proposed to be erected 
to elevation 65 and would flood only to the Pennsylvania 
line? 

• • • 

[7809-7810] Mr. Gunn, I was speaking of Harlow’s plans 
at the time of condemnation. A. I know you were. I 
say that Harlow at one time or another considered several 
alternative ways of developing the river, and I can’t recall 
which one he was contemplating at the time this condemna¬ 
tion was brought. 

If you will refer to the map in Exhibit 26 you will see 
that Harlow’s scheme “A” contemplated a powerhouse 
just above the Conowingo bridge. 

Now, it may have been that he was contemplating the 
development of that site first, in which event he may have 
intended to flood back about to the Pennsylvania line with 
that project and then, following that, to develop what is 
identified as Harlow Powerhouse “B”, just north of the 
Pennsylvania line, and with that development utilize the 
remainder of the rights which Harlow-McGaw had formerly 
owned which lay within the State of Pennsylvania. As I 
said, I cannot remember on what scheme for the develop¬ 
ment of the river Harlow was working in 1906 when they 
undertook that condemnation proceeding. 

I do know this: That McCall Ferry had intentions of 
developing the reaches of the river below the McCall Ferry 
[7811] site, and when they negotiated the railroad reloca¬ 
tion agreement you probably recall they had a provision in 
there relating to the rundown, that is the grade, of the re¬ 
located Pennsylvania track below the McCall Ferry dam 
which provided that an unduly or unacceptably steep grade 
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be used in that rundown pending the time, and I think there 
was a time limit on it, when McCall Ferry would develop 
another project downstream from Holtwood and at which 
time they would eliminate the undesirable grade left after 
the completion of the Holtwood project. 

• • • 

By Mb. Hall: 

Q. Why was McCall Ferry unwilling to sell the lands 
which Susquehanna Power Company sought to condemn? 
A. I don’t know, but I should think there would be several 
reasons why. I imagine one reason was they wanted to 
get more money than Harlow-McGaw or Susquehanna 
Power Company had offered. As I said, they also had 
plans for developing the lower reaches of the river them¬ 
selves, and there may have been any number of reasons 
why they didn’t want to sell them. I should think those 
would be two of the reasons. 

Q. Mr. Gunn, did Susquehanna Power Company suc¬ 
ceed in condemning the land? [7812] A. That is rather 
difficult to say. They succeeded in the lower courts, I be¬ 
lieve, and then I believe McCall Ferry appealed the case, 
and while the appeal was pending mutually satisfactory 
settlement was worked out by all the interests on the river, 
they being what we referred to as the Welch interest on 
the lower reaches of the Susquehanna River, above Havre 
de Grace, and the Susquehanna Electric Power interests 
lying north of the Welch interest, and the McCall Ferry 
interests lying, as we have described them, as having been 
acquired from Harlow-McGaw. 

• • • 

By Mb. Hall: 

Q. As a result of the condemnation suit you know, do 
you not, that Bertron, Storrs and Griscom began secret 
negotiations to secure control of Susquehanna Power Com¬ 
pany? 
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The Witness: Yes, they began negotiations. Now as 
to the secret part of it, it was secret, I believe, so far as 
DeVictor, who represented Susquehanna Power Company, 
was concerned, but it was no secret so far as McCall Ferry 
Power Company was concerned. 

By Mr. Hall: 

Q. In other words, you are saying—go ahead. [7813] 
A. The facts concerning that negotiation are set forth in 
considerable detail beginning at page 107 of Exhibit 26. 

Q. In other words, you are saying Bertron, Storrs and 
Griscom in that transaction were acting in behalf of McCall 
Ferry Power Company, or acting in the interest of McCall 
Ferry Power Company? A. I don’t know just how to 
describe it. 


• • • 

The Witness: Bertron, Storrs and Griscom repre¬ 
sented McCall Ferry interests in working out the agree¬ 
ment under which the three downriver interests, that is the 
Susquehanna Power Company, Susquehanna Electric 
Power Company, and McCall Ferry Power Company, were 
consolidated. However, it appears that in the acquisition 
of control of Susquehanna Electric Power Company, which 
Bertron, Storrs and Griscom had acquired, Bertron Storrs 
and Griscom appeared to have been acting in their own 
behalf because, respecting that transaction, they merely 
notified McCall Ferry Power Company that they had ac¬ 
quired that control. 

All of the facts concerning that are set forth on page 
107 of Exhibit 26. 

[7814] By Mr. Hall: 

Q. While Bertron, Storrs and Griscom did not succeed 
in securing control of Susquehanna Power Company they 
did succeed in securing control of Susquehanna Electric 
Power Company, which was a competitor, for a lower river 
development. Bight? A. Yes, sir. 
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Q. When was that control of Susquehanna Electric 
Power Company secured by Bertron, Storrs and Griscom? 
A. April, 1907. 

Q. You have previously indicated there was a con¬ 
solidation of interests insofar as McCall Ferry, Susque¬ 
hanna Power Company, and Susquehanna Electric Power 
Company were concerned. Did that consolidation come 
about under the agreement which is part 67 of Exhibit 27 ? 
A. Yes, sir, and it was effected on February 20, 1908. 

Q. In other words, the three lower interests agreed to 
pool their interests from that point on? A. Yes, to pool 
their holdings of water power and land rights. 

Q. You are now referring to the land rights below 
Culley’s Falls. Right? A. Yes, below the lower bound¬ 
ary of the Holtwood project. 

Q. How was that pooling accomplished, Mr. Gunn? 
[7815] A. You mean how were the various interests de¬ 
cided? 

Q. Yes. A. On the basis of the head in the Susque¬ 
hanna River lying downstream from the downstream 
boundary of the Holtwood project and above Tidewater 
identified as being approximately at the mouth of Rock 
Run Creek on the map in Exhibit 26, and just below the 
island identified as Roberts Island. 

[7816] The total amount of that head susceptible of de¬ 
velopment was 91 feet, and each party to the consolidation 
agreement was to receive an interest in the consolidation 
represented by the fraction in which the numerator would 
be the number of feet of head in the river that interest 
controlled divided by the total number of feet, which were 
91 feet. 

Q. You are referring to the number of feet controlled 
prior to the consolidation? A. Yes, at the time of the 
consolidation. 

• • • 

[7817] By Mr. Hall: 

Q. Mr. Gunn, when was the consolidation agreement 
actually carried out? A. It was signed on February 20, 
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1908. I don’t know whether I understand just what you 
mean by “carried out” any more than that. 

Q. That is substantially what I meant. A. All right, 
sir. 

• • • 

[7852] Q. After adjusting for the properties transferred 
to Conowingo development and Safe Harbor, is the amount 
you are claiming for the Harlow-McGaw lands $285,555.40, 
which properties were retained by McCall Ferry ? 

• • • 

The Witness: I don’t recognize the figure. I don’t 
seem to be able to make it up. Could you give me the 
derivation of it? 

By Mb. Hall: 

Q. Yes. As I understand it you are claiming $450,432 
for the Harlow-McGaw lands? A. That is right. 

Q. Plus $13,772.22 for the Pullen option, making a 
total of $464,204.22. If we subtract from that total of 
$464,000 a credit of $149,566.02 and the $29,082.80, giving 
a total deduction of $178,648.82, we get the resulting 
$285,555.40, right? A. Yes, if you make those mathe¬ 
matical computations you get that figure. However, I am 
not sure as to the propriety of including the Pullen option 
in there but I see no objection to it if you wish. 

• • • 

[7855] By Mr. Hall: 

Q. Mr. Gunn, was the purchase of the Pullen option 
necessary to the acquisition of the Harlow-McGaw pur¬ 
chase? A. No, I don’t think it was. They were bought 
separately and as I recall the Harlow-McGaw purchase 
stood alone. However, it was desirable at the same time 
to buy the Pullen option in order to avoid an attempt on 
Pullen’s part to exercise it. 

Q. Did the Pullen option cover, among other things, 
the Harlow-McGaw properties? A. Yes, sir. 
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[7856] Q. In other words, it was necessary to acquire the 
Pnllen option in order to get the Harlow-McGaw prop¬ 
erties? A. Yon may draw that conclusion if yon wish. 
The facts are all in the record. 

• • • 

[7858] Q. Isn’t it a fact that you have included as cost 
of the McCall project the expenses incurred by the McCall 
Ferry in connection with the defense of the condemnation 
suit brought by Susquehanna Power Company? A. That 
may be correct, although I don’t remember any identifiable 
expense. To the extent there was expense I suppose it is 
included somewhere. 

• • • 

[7859] By Mr. Hall: 

Q. Were the expenses associated with the condemna¬ 
tion suit at least $20,000? 

• • • 

The Witness: I don’t recall, Mr. Hall. 

By Mb. Hall: 

Q. Why should the McCall Ferry project be charged 
with the cost of the condemnation suit? A. Because the 
costs were incurred in defense of the company’s ownership 
of its property. 

Q. Ownership of what property, Mr. Gunn? A. 
The property sought to be condemned. 

Q. Where was it located? A. In Maryland. 

Q. It was not part of the project, was it, the Holtwood 
project? A. That is a little difficult to say, Mr. Hall. 
I would say that it was, and for this purpose and for this 
reason: Had McCall Ferry not defended their ownership 
of their property and defended themselves against the con¬ 
demnation suits, they might have gotten a much less amount 
of money in the end to credit against the project cost and 
thus [7860] reduce the project cost. So it seems to me that 
that defense which acted to make a greater credit in reduc- 
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tion of the project cost ought certainly to be recognized as 
a part of the cost of the project. 

• • • 

By Mb. Hall: 

Q. On the contrary they might have gotten much 
more. Isn’t that so? A. No, I don’t believe I can quite 
see under what circumstances they might have gotten more. 
At least I can’t quite see it. 

Q. The cost of the condemnation suit represents cost 
of protecting lands in Maryland; right? A. Yes, it rep¬ 
resents that, but it also represents more than that. 

Q. What is this “more” that you refer to? A. It 
represents the ultimate effect of that defense, brought 
about by a greater credit to the original cost of the McCall 
Ferry project, and thus had the effect of reducing the total 
original cost of the McCall Ferry project. 

Q. I still don’t understand how you conclude that it 
brought about a greater credit, that the condemnation pro¬ 
ceedings brought about a greater credit. A. Well, I 
draw that conclusion from this fact, Mr. [7861] Hall: The 
Susquehanna Power Company was seeking to condemn and 
take the property of McCall Ferry Power Company in 
Maryland. McCall Ferry Power Company incurred these 
expenses in resisting the taking of their property and then 
ultimately reached an agreement with Susquehanna Power 
Company and the other lower development interests, out of 
which they received securities in exchange for their prop¬ 
erty. The securities were subsequently sold. 

Now, it would certainly be my conclusion that if they 
had not resisted that condemnation suit they might have 
fared worse in the end than they did by resisting it, and 
that being a fact it seems to me that the cost of the condem¬ 
nation suit resulted in there being a greater credit to 
McCall Ferry in reduction of McCall Ferry’s original cost 
than there would have been otherwise. 

Q. In other words, you have assumed that the suppo¬ 
sition is a fact. 
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Trial Examinee: That is argument. He stated 
what he did. 

By Mb. Hall: 

Q. Mr. Gunn, did the condemnation suit have any ef¬ 
fect on market value? A. Market value of what and 
when? 

Q. Of the properties involved in the credit. 

Mb. King: May we have that question read, Mr. 
Examiner? 

Trial Examiner : Yes. 

[7862] (Question read). 

The Witness: I don’t believe I understand, Mr. Hall. 
Are you asking me if the award in the condemnation suit 
was the market value? Is that your question? 

By Mr. Hall: 

Q. No, Mr. Gunn. I have in mind whether the condem¬ 
nation suit actually had any effect on the market value of 
the properties involved. A. I don’t know whether it did 
or not 

Q. Mr. Gunn, did you know that at a directors meeting 
on July 14, 1908 of Susquehanna Power Company, Harlow 
certified that the value of the properties acquired under 
the consolidation agreement of February 20, 1908 was not 
less than 85 per cent of the par value of the $1,845,000 of 
bonds issued for the property? 

The Witness: Will you read that question, please? 

(Question read). 

Mr. King: I object to that question as being 
proper rebuttal and improper cross. 

Mr. Hall : I merely asked if he has knowledge of 
that fact, Mr. Examiner. 

Trial Examiner: Objection is overruled. 
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The Witness: Mr. Hall, you are referring in that ques¬ 
tion to the total amount of property that came into the con¬ 
solidation and not just to the part that McCall turned in. 
[7863] Is that correct? 

By Mr. Hall: 

Q. That is right, Mr. Gunn. A. No, sir, I didn’t 
have any knowledge that Mr. Harlow made any such certi¬ 
fication. I don’t think it would have made any difference 
to me if I had had any knowledge. 

Q. Did you consider Boyd Ehle’s valuation of the 
property, of the lower river properties? A. Referring 
now to the properties which entered into the consolidation? 

Q. Yes. 

The Witness: May I have the question? 

(Question read). 

By Mr. Hall: 

Q. Which he testified to in the Susquehanna Power 
Company condemnation suit? A. No, sir, I don’t recall 
having seen his testimony in that case. 

• • • 

[7905] By Mr. Hall: 

Q. Mr. Gunn, as shown by Page 53 of Exhibit 26 you 
show the $1,221,000 to be made up of $750,000 cash and 
$471,000 claimed for the 18,840 shares of common stock of 
McCall Ferry. 

Is it your position that the amount of $1,221,000 repre¬ 
sents the actual reasonable cost of the Hutchinson lands 
at the time of their acquisition by McCall Ferry? 

Mr. King: Did you say actual reasonable cost? 

Mr. Hall: Strike the word “actual.” I meant 

“reasonable cost.” 

The Witness: Yes, if we may make the assumption 
that the Federal Power Commission’s requirements for 
determination of original cost are reasonable. 
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By Mb. Hall : 

Q. Upon what evidence of cost of land to Hntchinson 
is that determination based? A. None so far as I know. 
That determination is based npon price that McCall Ferry 
Power Company paid Hntchinson for the lands, not upon 
the price that Hntchinson may have paid somebody else. 

Q. In other words, the amount of $750,000 does not 
[7906] represent the cash paid by Hutchinson for the lands 
which he acquired and transferred to McCall Ferry? A. 
I can’t be too sure of that, Mr. Hall, because all I know 
about that is what Hutchinson says in his affidavit, which 
is part 1 of Exhibit 27, and he does not state what was paid 
for lands separately from what was paid by him for engi¬ 
neering services, legal services, and other costs to him of 
bringing the development to the stage it was when he sold 
it to Harvey Fisk and Sons. 

Q. In other words, you do not know the cost to Hutch¬ 
inson of the lands he purchased and transferred to McCall 
Ferry? A. That is correct. I do know the price he paid 
for one of the acquisitions, that being the York Furnace 
acquisition, and the price he paid for that is a little bit hazy 
but we know it is not less than $201,000. 

Q. Would you say the York Furnace lands constituted 
approximately half of the lands transferred by Hutchinson 
to McCall Ferry? 

• • • 

The Witness: I really don’t know what the acreage 
would be but it doesn’t seem to be of any significance to me. 

The reason is this: When you buy lands for develop¬ 
ment for such as McCall Ferry, where the lands simply 
represent [7907] a certain shoreline distance, another part 
of them represents land standing approximately vertical at 
the side of a cliff, and some more represent level table¬ 
lands at the top of the cliff, it seems to me the acreage has 
no significance at alL 
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[7910] By Mb. Hall: 

Q. How much of the $750,000 received by Hutchinson 
did he turn over to Beyer and Willson in payment for the 
York [7911] Furnace properties? 

• • • 

The Witness: As I recall he paid $155,000 to Beyer 
and Willson as the final payment in purchase of their prop¬ 
erty. He had, of course, previously paid other substantial 
amounts. 

By Mb. Hall : 

Q. What were the other substantial amounts? A. I 
believe somewhere around $45,500. He previously had paid 
at least $45,500. He may have paid more. 

Q. Was that $45,000 paid for the right to extend the 
option on the York Furnace property? A. I don’t recall 
all of it was paid for that. As a matter of fact, one of the 
early options, I believe the option of February 21, 1902, 
recited a series, or acknowledged a series of payments pre¬ 
viously paid. I don’t recall it stated specifically what those 
payments were for. 

• « • 

[7913] By Mb. Hall: 

Q. Didn’t McCall Ferry Power Company know, Mr. 
Gunn, that additional money would be required as soon as 
plans and activities were directed towards a larger dam 
than that of 50,000 horsepower with elevation 155 as con¬ 
templated in the Parson’s report? 

• • • 

By Mb. Hall: 

Q. I am referring, of course, to money in addition to 
that raised in the March, 1905 financing. A. They ulti¬ 
mately knew that more money would be required, but, as I 
recall it, they first hoped, based upon the lowest estimate, 
that Pennsylvania Railroad Company had given them for 
the railroad relocation, that they might be able to build a 
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higher development within the financing they had already 
done. However, when Pennsylvania Bailroad revised the 
cost of relocating their line, and when elevation 165 was 
fixed as the height of the dam, and when the decision was 
made to excavate the tailrace, it became evident at some 
[7914] point along the progress of making those decisions 
that they would not have enough money. 

Q. Are you saying—if they went forward and con¬ 
structed the dam at 185 elevation with provision for 100,000 
horsepower that they would not need more money than was 
raised in the March, 1905 financing? A. No, I am not 
saying that, Mr. Hall. I understood the point of your pre¬ 
vious question to be what did McCall Ferry think they 
could do. 

• • • 

I mean without raising additional funds. 

In other words, your most recent question, I under¬ 
stood to be, was what did I think they could have done with 
respect to building a project to 185 elevation without ad¬ 
ditional financing. 

I am now explaining that I thought the question just 
previous to that one was what did McCall Ferry think they 
could do with respect to a higher project and with respect 
to the need or lack of need of additional financing. 

[7915] By Mr. Hall: 

Q. Wouldn’t any increase in capacity and elevation 
require more funds than were provided for in the March, 
1905 financing? A. I don’t think that necessarily fol¬ 
lows, Mr. Hall. For example, in financing of that sort, and 
1 suppose in the McCall Ferry financing, the estimates were 
supposed to be a liberal amount. It might very well be that 
more favorable construction conditions were encountered 
than which had been the basis for the estimate, and as a 
consequence it might be possible to build a larger develop¬ 
ment for the same amount of money which had been raised. 

Q. It is also true that less favorable conditions could 
have been encountered; right? A. Yes, quite so. 
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Q. Isn’t it a fact that less favorable conditions were 
actually encountered? A. Less favorable in what re¬ 
spect. 

Q. Than they had originally contemplated? A. Less 
favorable in what respect? 

Q. With respect to expenditures. A. Well, as a 
matter of fact they didn’t ultimately build the project they 
contemplated in March of 1905, and the cost was different. 

Q. Were not the McCall Ferry plans and activities 
[7916] directed toward the construction of 185 foot eleva¬ 
tion dam with provision for 100,000 horsepower over a 
period of approximately a year? 

The Witness: May I have the question, please? 

(Question read). 

The Witness: That is substantially correct. 

The recommendation of the advisory engineers to build 
a dam to elevation 185 was dated August 7, 1905, and the 
decision to fix the crest at elevation 165 was dated June 19, 
1906. 

By Mb. Hall: 

Q. Prior to August 8, 1905 they, of course, were en¬ 
gaged in preparing whatever plans and specifications were 
necessary in order to ask for bids. Right? A. The 
August 7,1905 date was the date upon which McCall Ferry 
Power Company board of advisory engineers recommended 
to the company that the dam be built to 185. Now, it was 
August 11, when bids were called for, August 11,1905, when 
bids were called for, for the construction of a dam at 185. 

As I recall it, the only particulars that had to be known 
were the estimated quantities, and those could be approxi¬ 
mated with sufficient accuracy for taking bids without any 
particular amount of detailed plans being available. 

Q. What was the nature- [7917] A' There was 

undoubtedly engineering work done prior to August 7, when 
the advisory engineers recommended elevation 185, and a 
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very substantial amount of work to make the comparative 
estimates necessary to take into consideration in selecting 
a height. However, the decision actually to build to eleva¬ 
tion 185, that is conclusions upon which the recommenda¬ 
tion were based, I take it were reached on August 7, 1905. 

Q. Do you know the details of the nature and extent 
of the plans and specifications made upon which the bids 
were called! A. No, I do not. I don’t know what were 
the details of the plans or specifications, except as those 
details are set forth in the specifications upon which the 
bid was taken. 

Q. Over what period of time were those specifications 
extended! A. I don’t know. 

Q. Didn’t McCall Ferry know that additional funds 
over those already raised would be required for a 185 foot 
dam! 

• • • 

The Witness: Yes, I think that is undoubtedly true. 
By Mr. Hall: 

Q. Why didn’t McCall Ferry arrange for additional 
[7918] funds as soon as it was decided to build a project 
of greater capacity! A. I don’t know what may have 
been McCall Ferry’s reason for not doing that other than 
the possibility that it may have been impossible to go out 
and raise additional funds after not having employed the 
funds they already had. It may have been undesirable to 
do so, and, as events proved, it seems to me it was lucky 
they didn’t because if they had gone out and raised funds 
to build the project to elevation 185, and then found it 
necessary to cut it back to 165, they would have had a bunch 
of extra money on their hands and nothing to do with it. 

Q. The fact is that no attempt was made to obtain 
additional financing in 1905 or 1906. Right! 

• • • 

The Witness: I don’t recall the details of that, Mr. 
HalL It seems to me that some consideration was given to 
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the possibility of selling the roughly two million dollars 
treasury bonds that McCall still had at some future date. 
I don’t recall that any attempt was made to sell them at the 
date they were first considering elevation 185 for the dam. 

By Mr. Hall: 

Q. Mr. Gunn, isn’t it a fact that the possibility of sel¬ 
ling the treasury bonds was not considered until the [7919] 
summer of 1907? 

• • • 

The Witness: No, I don’t think that is correct, Mr. 
Hall, because McCall Ferry knew, when the dam elevation 
was fixed at 165, and the decision to increase the capacity 
of the plant by improving the tailrace was made, that ad¬ 
ditional financing would be needed. They did have the 
treasury bonds available, and I don’t know of any reason 
for assuming that they did not then consider that as a 
means by which they would raise the money. 

The actual attempt to raise money through the disposal 
of those bonds, as I recall, was during 1907. 

• • • 

By Mr. Hall; 

Q. And no attempt had been made prior to that time to 
dispose of those bonds? 

• • • 

The Witness: I don’t know whether there had been or 
not. I don’t have any evidence, as I recall, of a specific 
attempt being made to sell those bonds, but the mortgage 
provision, which is set forth on page 44 of Exhibit 26, seems 
to me to indicate that that was the appropriate manner, 
that the sale of those treasury bonds was the appropriate 
manner, [7920] which McCall Ferry Power had open to 
them to obtain additional financing, and it is largely for 
that reason that I am unable to say it had not previously 
been considered for sale as a means of getting the necessary 
financing. 
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By Mb. Hall: 

Q. Isn’t it a fact it was not until June 5, 1907, that the 
executive committee of McCall Ferry authorized the sale 
of the bonds remaining in the treasury? 

• • • 

The Witness: Yes, sir, I think that is a fact, Mr. Hall. 
I don’t know whether or not that represents their first con¬ 
sideration of the subject. 

By Mb. Hall: 

Q. Do you know of any prior consideration by the 
executive committee? A. Nothing other than the evi¬ 
dence we have that the McCall Ferry Power Company had 
knowledge of the fact they didn’t have enough money to 
complete the project. 

Q. By May of 1907, the company calculated that its 
cash would be exhausted in the fall of that year. Isn’t that 
so? A. I think that is correct. 

[7921] Q. But, notwithstanding the imminent exhaustion 
of its cash resources the McCall Ferry Power Company did 
not provide for additional funds for the project. Eight? 
A. I think it is a fact that they did not provide them, and 
I think it is also a fact they tried and failed to provide them. 

Q. All right. A. It is my understanding that the 
thing that got McCall Ferry Power in trouble was the 
financial panic which prevailed in the latter part of 1907, 
and every attempt they made to get additional money, in¬ 
cluding attempts, I believe, to get it in France and maybe 
in England, met with failure. 

Q. What evidence do you have to support your state¬ 
ment that the McCall Ferry tried and failed to arrange for 
additional funds? 

• • • 

The Witness: I think the evidence is largely in the 
form of correspondence, some of which was obtained from 
Lee, Higginson and Company’s files and some of which was 
in McCall Ferry’s files, and I believe some more may have 
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been in Condert Brothers’ files. It related to attempts of 
various people to raise money, I believe in May and June 
of 1907. I am sure one of the attempts related to raising 
money in [7922] France. I believe that attempt was made 
by either Bertron or Lee, Higginson. 

By Mb. Hall: 

Q. Was the attempt to raise money in France made in 
1908? ’ 

• • • 

The Witness : There may have been an attempt made 
in 1908, but it is my recollection that there was certainly 
an attempt made in 1907. 

By Mb. Hall: 

Q. Isn’t it a fact that discussions took place in the 
summer of 1907 for additional financing, but that these dis¬ 
cussions never were consummated or carried out? A. 
That is rather difficult to answer. I think there were dis¬ 
cussions, and I think they never succeeded in raising the 
money. But I also think that in addition to discussions they 
made every effort possible to raise the money and save the 
company from bankruptcy and failed to do it. I think per¬ 
haps all of those things are true. 

Q. The subsequent suspension of construction by Mc¬ 
Call Ferry was necessary because adequate funds had not 
been provided for the completion of the project. Isn’t that 
so? A. Yes, up to that time they had not obtained ade¬ 
quate funds, and the reason why they had not was because 
this [7923] attempt to sell the additional bonds in 1907 had 
failed. 

Q. Mr. Gunn, will you refer to page 72 of Exhibit 26? 
A. I have it before me. 

Q. The last complete paragraph of that page? A. 
Yes, sir. 

Q. What did you mean when you there stated, “Vari¬ 
ous plans were considered for selling the treasury bonds, 
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but apparently actual underwriting was to be delayed until 
available cash was exhausted.”? 

• • • 

The Witness: I meant just what we have been discus¬ 
sing, that previous to the exhaustion of funds McCall Ferry 
Power Company had considered the plans I have just men¬ 
tioned for raising funds, had I believe, tried, had failed, and 
the available funds became exhausted. 

Is it the words “To be”, Mr. Hall, that are giving you 
the trouble? 

By Mr. Hall: 

Q. Yes. A. I would say that is perhaps a peculiar¬ 
ity of speech and that it might have been clearer if the 
words “to be” had been left out and it just stated “was 
delayed”, because [7924] that is the fact. It is not my 
understanding that it was delayed by any deliberate plan 
to throw the company into bankruptcy. 

Q. Mr. Gunn, do you know of any actual offerings 
made to the public of McCall Ferry bonds in the summer 
of 1907 ? A. What do you mean by offerings made to the 
public, Mr. Hall? 

As I understand it, that was not the way they did 
financing in those days. 

Q. Were offerings made to the group which McCall 
Ferry considered as financial agents? 

I might rephrase the question: Do you know of any 
actual offerings by Lee, Higginson and Company, Harvey 
Fisk and Sons, or Bertron, Storrs and Griscom to their 
customers of McCall Ferry bonds which were rejected by 
the customers? A. I will have to answer it this way: 
It is my recollection that some time in June of 1907 an offer 
was made, at least consideration was given, to previous sub¬ 
scribers to McCall Ferry bonds or to the bankers, that they 
purchase enough of McCall Ferry bonds to insure that Mc¬ 
Call Ferry would have enough money to tide them over the 
end of 1907 when it was thought that additional bonds 
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could be sold. That is one of the facts that led me to the 
conclusion that because of the financial conditions in 1907 
it was impossible at that time for McCall to raise money, 
and these people [7925] interested in the project recognized 
the impossibility, and were endeavoring to work out that 
temporary expedient to tide over McCall Ferry. 

Q. Mr. Gunn, I believe at page 68 of Exhibit 27, the 
last sentences in paragraph 7 on that page, Mr. Lee states, 
“In the summer of 1907 it was decided to sell an¬ 
other half million of bonds, and it was suggested that 
my firm handle $100,000 par value of them. Before 
they were placed the financial market became unfavor¬ 
able and it was followed by a panic in the fall of 1907/ : ’ 

A. I have read it. 

Q. Do you agree with that statement? A. Yes, I 
agree that the statement appears on page 68 of Exhibit 27, 
and Mr. Lee is there referring to the effort on the part of 
McCall Ferry that I have just been describing. 

Q. Mr. Gunn, I show you a letter dated April 20,1908, 
which Mr. Hutchinson wrote to H. F. Dimock, Esquire, 
president of McCall Ferry Power Company. 

Are you familiar with that letter? A. Shall I read 
it? 

Q. No, just generally. A. I notice the letter came 
from the company’s files and I undoubtedly was familiar 
with it at one time. It appears it came from company file 
No. 3951-3. That being the case [7926] I was undoubtedly 

familiar with it at one time. 

• • • 

[7928] (Thereupon, the document referred to was marked 

Exhibit No. 175 for Identification). 

• • • 

By Mb. Hall: 

Q. Mr. Gunn, I believe Mr. Hutchinson in his affidavit, 
as shown at the bottom of page 8 of Exhibit 27, states 
“it was decided to increase the capacity from 50,000 
h.p. to approximately 100,000 h.p., which required more 
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financing than had been originally provided and affiant 
so reported. Due to delays in arranging for additional 
finances, the money as originally provided became ex¬ 
hausted.’ ’ 

Does that agree with the facts as you found them to be 
during your original cost study? A. Partially but not 
completely. If you will add the next sentence other than 
the one you quoted I think then it would be completely. 
The next sentence reads: 

‘ 6 This occurred at a time when the market had be¬ 
come [7929] unfavorable for the raising of money and 
resulted in a receivership and reorganization of the 
corporation. ’ ’ 

With that addition it seems to me to be a fair state¬ 
ment of the situation. 

Q. Did the financial panic of 1907 occur before or after 
the failure of the Knickerbocker Trust Company? A. 
I really don’t know, but it has always been my understand¬ 
ing that it occurred coincident with. That understanding 
on my part comes from, I believe, some information I got 
out of an international monetary commission investigation 
of the panic of 1907 and out of various economic text books 
on economic history. I have no firsthand knowledge myself, 
of course. 

Q. In other words, the first evidence of the 1907 panic 
was the failure of the Knickerbocker Trust Company, 
right? A. That I can’t say. I don’t know whether or 
not it was. 

Q. McCall Ferry had no funds, no current funds on 
deposit with Knickerbocker Trust Company at that time. 
Isn’t that so? A. What do you mean by “current 
funds”? 

Q. Checking account funds. 

• • • 

[7930] The Witness: I will have to answer that this way: 
At that time McCall Ferry had on deposit with Knicker- 
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bocker Trust Company $250,000 as an indemnity fund under 
the railroad relocation agreement, and there was earned in¬ 
terest of something like—no, that is wrong. There may have 
been some interest earnings on that amount available to 
them at the time, and in addition I understand there were 
$8500 on deposit with Knickerbocker Trust Company as a 
bond in connection with some lawsuit. I don’t recall the 
details of that latter item. 

By Mb. Hall: 

Q. In view of the fact that both of those amounts were 
pledged as indemnities, neither of them were available for 
use for construction purposes by McCall Ferry. Is that 
right? A. I believe that is right. 

Q. McCall Ferry had made no request for an additional 
advance under the loan agreement prior to the closing of 
the bank under the Knickerbocker Trust Company loan 
agreement? A. I don’t believe I understand what you 
are referring to there, Mr. Hall. May I have the question, 
please? 

(Question read). 

By Mb. Hall: 

Q. I mean since the date of their last previous request. 
[7931] A. I think that question answers itself, Mr. Hall. 
Obviously they had not made any request since the date of 
their last previous request. 

Q. Do you know when that last previous request was 
made? A. No, sir, I don’t offhand. 

Q. Do you know, Mr. Gunn, that subsequent to the re¬ 
quest made on June 13, 1907, which was honored in the 
amount of $637,200, that no other request was made for an 
advance under the loan agreement with Knickerbocker 
Trust Company prior to the failure of the company? A. 
It is my understanding that that is true. 

• • • 

Tbial Examinee: What could the subsequent re¬ 
quest have amounted to? 
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The Witness: I understand it could have amounted to 
some $300,000, and so far as I know the reason they didn’t 
make a request prior to the failure of Knickerbocker Trust 
Company is probably because they had not spent all of the 
$637,000 that they had requested on June 13. 

I have no reason for supposing that that is not the 
reason. 

By Mr. Hajll: 

Q. Isn’t the balance due on the loan $345,000? [7932] 
A. I believe that is precisely it, $345,000. 

• • • 

[7933] By Mr. Haul: 

Q. Just before the noon recess, Mr. Gunn, we had re¬ 
ferred to the call for a loan from Knickerbocker Trust 
Company on June 13, 1907. Did you wish to clarify that 
any further? A. Yes, sir. It is correct that there was 
a call upon Knickerbocker Trust Company under the loan 
agreement on June 13, 1907, for $637,200. 

It is also true, as I said previously, that on January 8, 
1908, there was a balance obtained by McCall Ferry of 
$345,643.80. 

Between those two dates, and on November 1, 1907, 
Knickerbocker Trust Company, on the account of interest 
due them on the loan arrangement, charged an amount 
against the advances due McCall Ferry of $208,752.20. The 
charging of that amount for interest by Knickerbocker 
Trust Company reduced the amount finally due McCall 
Ferry Power Company to [7934] $345,000 instead of 
$552,000 which it would have been other than for the in¬ 
terest transaction. 

Q. No request was made to Knickerbocker Trust Com¬ 
pany for an additional advance under the loan agreement 
for construction purposes until January 8, 1908. Right? 
A. I don’t believe that is correct, Mr. Hall, because as I 
recall it it was necessary for McCall Ferry Power Com- 
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pany to request the advance they received on January 8, 
1908, and the request had to be referred to the receivers 
of Knickerbocker Trust Company, and in return there was 
required some sort of court approval or some sort of court 
action of some kind. That having been the chain of events 
it seems to me obvious that the request must have been 
made some time substantially prior to January 8, 1908. 

Q. Do you know when the request was actually made! 

• • • 

The Witness: Information in our files in the form of 
correspondence, I believe, indicates the request was first 
made on October 25, renewed on November 1, and renewed 
again on November 5, all in 1907. 

Trial Examiner: What was that amount? 

The Witness: The request for the remainder, which 
was $345,000 after it had been reduced by the interest due 
Knickerbocker Trust Company under the loan arrangement. 

[7935] Mr. Hall : May we have marked for identification 
as Exhibit 176 a letter dated December 10,1907, written 
by Henry C. Ide, Receiver for Knickerbocker Trust 
Company, and addressed to H. F. Dimock, president of 
McCall Ferry Power Company, 60 Wall Street, New 
York? 

This was copied from McCall Ferry Power Com¬ 
pany File No. 31. 

• • • 

(Thereupon, the document referred to was marked 
Exhibit No. 176 for Identification.) 

By Mr. Hall: 

Q. Was that one of the letters you considered in con¬ 
nection with your original cost study, Mr. Gunn? 

• • • 

The Witness: I don’t recall having specifically con¬ 
sidered that letter, Mr. Hall, but it at least was not the 
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letter to which I had reference when I mentioned, several 
questions back, the dates on which requests for the final 
advance from Knickerbocker Trust Company had been 
made. 

• • • 

[7936] Q. Didn’t McCall Ferry—the McCall Ferry call of 
October 25,1907, refer to the $208,756.20 interest which was 
to be charged to the McCall loan account as of November 
1, 1907? 

The Witness: May I have that question, please? 
(Question read.) 

The Witness: That is not my recollection, Mr. HalL 
The call may have referred to that amount but it is my 
recollection that it also referred to this final amount due 
under the loan arrangement, or at least it is my under¬ 
standing that it did refer to the final amount due, and I 
don’t know whether it referred to the interest which Knick¬ 
erbocker Trust Company charged off against McCall 
Ferry’s account or not. 

By Mr. Hall: 

Q. On January 8, 1908, McCall Ferry received the 
balance of the loan amounting to $345,000. Right? A. 
Yes, sir. 

Q. The available funds at that time were totally in¬ 
adequate for the completion of the project. Isn’t that so? 
A. They were inadequate. 

Q. For the completion? A. Yes, for the completion 
of the project. 

[7937] Q. As a matter of fact, they were not even sufficient 
to meet the liabilities already contracted for for machinery. 
Isn’t that so? A. I don’t have the amount of those con¬ 
tracts before me but I believe that would be the fact. 

Q. Regardless of the failure of the Knickerbocker 
Trust Company, the project would have had to suspend 
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work due to the lack of funds. Isn’t that so? A. I don’t 
think you can quite draw that conclusion, Mr. Hall. 

Q. Why not? A. For the reason, as I understand it, 
the failure of Knickerbocker Trust Company was a part of 
the general financial panic at that time, prevailing at that 
time, and a consequence in part of the financial panic. If 
it had not been for the monetary situation there probably 
would have been neither a failure of Knickerbocker Trust 
Company nor McCall Ferry Power Company. 

• • • 

[7938] By Mr. Hall: 

Q. Without additional financing isn’t it a fact that 
McCall Ferry Power Company would have had to suspend 
work within a few months after November 1, 1907? A. 
Yes, sir, I think that is correct. 

• • • 

By Mb. Hall: 

Q. At the time the project closed down, even the sale 
of the entire balance of treasury funds would have been 
insufficient to complete the project. Isn’t that so? A. 
Yes, I believe that is correct. However, I don’t see that 
McCall Ferry’s ability to raise money was at all limited 
to the million-and-a-half-or-so-dollars that [7939] remained 
out of the $10,000,000 authorized. It seems to me it would 
have been necessary only that they authorize some more, 
sell those, and there would have been enough money. 

• • • 

[7941] By Mr. Hall: 

Q. Mr. Gunn, isn’t it true that work on the water¬ 
wheels and electrical equipment was stopped a few days 
prior to November 1, 1907? A. I believe it is correct, 
Mr. Hall, that at about that date McCall Ferry Power Com¬ 
pany notified I. P. Morris to suspend the manufacture of 
the water-wheels but I don’t recall that the company’s 
records contained any evidence that General Electric Com- 
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pany ever was notified to suspend manufacture of the gen¬ 
erators. It is a fact that they did suspend manufacture, 
and it may very well be that because of Mr. Coffin’s con¬ 
nection with the company, that is with McCall Ferry Power 
Company and with General Electric Company, that there 
was no need for any notice. 

Q. You say it may very well be that General Electric 
did suspend work. You mean prior to November 1, 1907? 
A. No, I don’t mean prior to November 1, 1907. I mean 
ultimately they did suspend work and I don’t know when 
because the company’s records, as I recall it, do not con¬ 
tain information showing the date on which they were given 
notice to suspend work. 

Q. Mr. Coffin being a member of the executive com¬ 
mittee of McCall Ferry would be familiar with the decision 
taken to suspend construction, right? A. Yes. I think 
it very well may be that that accounts [7942] for the fact 
we don’t have any formal notice that McCall Ferry Power 
Company didn’t leave any record of formal notice given 
to General Electric Company. 

Q. What construction activities were carried on after 
November 1, 1907? A. During the month of November 
concrete to the extent of some 600 yards was poured in the 
power house superstructure, and probably some in the con¬ 
necting bulkhead between the dam abutment and the power 
house. There was approximately 130 cubic yards of con¬ 
crete placed in the skimmer walk 

Then in April of 1908 and continuing through October 
of 1908 there was a very extensive amount of tailrace ex¬ 
cavation which was necessary in order to gain the addi¬ 
tional 20,000 horsepower we have previously spoken of, 
and during that same period the deflection wall, which is 
in reality a wing dam extending from the main dam to 
Piney Island, the function of which is to separate the main 
channel of the river from the tailrace of the Holtwood 
plant and thus maintain the maximum net head on the 
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Holtwood plant, that deflection wall was built from eleva¬ 
tion 116 to approximately elevation 128 for the northern 
part, that is the heavy section near the abutment of the 
main dam, and the southern end, that is the end abutting 
on Piney Island, was completed to its full height of eleva¬ 
tion 151. 

Q. Completed when, Mr. Gunn? [7943] A. During 
the period of months that we are now describing, which is 
from April, 1908 to October, 1908. 

During that same period the concrete abutment at the 
end of the forebay ramp was constructed. There was work 
done on the excavation for the fishways and for the ap¬ 
proach tunnel at the power house. 

In addition there were substantial shipments of sand 
from the Charleston sandpit and crushed stone from the 
Conowingo Quarry during August and September of 1908, 
and that was for use in making the concrete for construc¬ 
tion of the deflection wall. 

From November, 1907, through October, 1908, Hugh L. 
Cooper, Sanderson and Porter, General Electric, and to a 
lesser extent Trowbridge and Ackerman were engaged on 
completion of the drawings relating mostly to power house 
and equipment. 

The coordination of this drawing work between the 
different organizations was handled by J. W. Young who 
was connected with the McCall Ferry Power Company. 

During August and September of 1908 final drawings 
were being approved for construction. During October, 
1908, it was a period during which the final details on the 
drawings were cleaned up, I believe that work terminated. 

• • • 

[7944] By Mb. Hall: 

Q. During the year 1907, and prior to November 1, 
1907, didn’t the number of men engaged in construction 
work range from 1,500 to 2,000? A. It may have, Mr. 
Hall. As I said, I don’t have that. The information I 
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have is not in terms of number of [7945] personnel but 
dollars per month of personnel payroll. It is a fact that 
the information I have with respect to the monthly payrolls 
would indicate that if the maximum number of men during 
1907 was 2,000, then the minimum number of men would 
have been, I believe, somewhere around 1,500. 

Q. As shown by the last sentence in the first complete 
paragraph on page 73 of Exhibit 26, the construction force 
was reduced to approximately 100 men on November 1, 
1907. Is that right? 

• • • 

The Witness: Yes, it is so stated on page 73 of Ex¬ 
hibit 26. 

[7946] Q. The suspension of work was in accordance with 
the resolution of the McCall Ferry executive committee 
held on October 30,1907, which ordered the work suspended 
in accordance with schedule “A” of a report to Dimock, 
signed by Kirkland and approved by Cooper? 

• • • 

The Witness: I believe that is correct. 

By Mb. Hall : 

Q. Didn’t the plan of the executive committee provide 
for a complete cessation of all construction work? A. 
When. 

Q. November 1, 1907? A. It is my recollection that 
work would be curtailed as fast as it could be consistent 
with the protection of the company. 

Mb. Hall: Mr. Examiner, may we have marked 
for identification as Exhibit No. 177, the report to which 
I referred a moment ago as having been signed by 
Kirkland and approved by Mr. Hutchinson, which re¬ 
port is dated October 30, 1907, and was copied from 
the minutes of the executive committee of McCall Ferry 
Company? 
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[7947] (Thereupon, the document referred to was marked 
Exhibit No. 177 for Identification.) 

• • • 

Mb. Hall: Before proceeding further, Mr. Exam¬ 
iner, may we also have marked for identification as 
Exhibit No. 178, a letter written by Mr. H. A. Hand, 
of L P. Morris & Company to Mr. Kirkland, vice- 
president and general manager of McCall Ferry Power 
Company? The letter is dated January 11, 1908, and 
was copied from the minutes of the executive commit¬ 
tee of McCall Ferry Power Company held on January 
17,1908. 

• * • 

(Thereupon, the document referred to was marked 
Exhibit No. 178 for Identification.) 


[7948] By Mb. H!all: 

Q. Provision was made, Mr. Gunn, for the retention 
of certain salaried employees and for the costs to clean up 
and put away the plant at McCall Ferry in order to pre¬ 
serve it from damage during indefinite suspension of the 
work? A. Yes, I believe that was the plan, or at least 
one of the plans which was before the executive committee. 
If you refer to Exhibit No. 177 which you have just intro¬ 
duced you will find that Hutchinson there strongly recom¬ 
mended two plans—one which involved immediate shut¬ 
down as quickly as possible, and another which would re¬ 
tain a skeleton organization sufficient to permit McCall 
Ferry to resume work as quickly as possible, and that it 
was the latter plan which Hutchinson strongly recom¬ 
mended. I don’t recall which one of those plans McCall 
Ferry executive committee actually adopted, but the facts 
are that beginning in November the construction [7949] 
payroll of McCall Ferry Power Company reduced from 
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$9,000 in the month of November down to a little more 
than $2,000 in the month of March. Then some time dur¬ 
ing that period McCall Ferry Power Company had suc¬ 
ceeded in raising some more money, and beginning in 
March the construction payroll increased to a maximum 
in July and August of about $33,000 a month. So if they 
did adopt a plan in November to indefinitely shut down the 
project, there was a change in the plans some time prior 
to March, because in March they rapidly started resuming 
work and on an extensive scale. 

Q. Mr. Gunn, you referred to $9,000 as representing 
the payroll for the month of November. Isn’t it a fact 
that that payroll for that month was $60,000? I am speak¬ 
ing now of total payroll of McCall Ferry Power Company. 

• • • 

• • • Perhaps I am wrong about that, Mr. Gunn. The 
$60,000 refers to the payroll paid in November for the 
month of October. A. I don’t have that figure before 
me but it sounds as though that might be the right amount. 

Yes, the records I have indicate that the field payroll 
was 60-some odd thousand dollars for that month. 

Q. Some of the supervisory and clerical employees of 
[7950] McCall Ferry were retained at half pay after No¬ 
vember 1, isn’t that so? A. I believe that is correct. 
There were some abnormal pay arrangements made. I 

don’t know whether it w r as half pay or something else. 

• • • 

Mb. Hall: Mr. Examiner, may we have marked 
for identification as Exhibit No. 179, a letter dated 
November 26, 1907, written by J. P. Allen, purchasing 
agent for McCall Ferry Company, to J. W. Kirkland, 
vice-president of McCall Ferry Power Company? 

The letter was copied from file No. 3951-2, and it 
is dated November 26,1907. 

In connection with this letter, Mr. Examiner, I 
might say that paragraph 1 refers to a statement show- 
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mg the number of men at McCall Ferry employed each 
day during the month up to the 22d of November, 1907. 

The statement which I desire to include with Ex¬ 
hibit 179 was not contained in the same file with the 
letter, but it was attached to McCall Ferry Voucher 
No. 195 dated December 1, 1907. 

[7951] It definitely appears that this statement referred 
to in paragraph 1 of the letter is the same statement 
which I have attached to the letter and which was at¬ 
tached to McCall Ferry voucher No. 195. 

Trial Examiner: The letter dated November 26, 
1907, will be marked Exhibit 179 for Identification. 

(The document referred to was marked Exhibit 
No. 179 for Identification.) 

Trial Examiner : The statement of men employed 
—referred to by counsel—will be marked Exhibit 180 
for identification. 

(Thereupon, the document referred to was marked 
Exhibit No. 180 for Identification.) 

• • • 

[7952] By Mr. Hall: 

Q. Mr. Gunn, is the 730 yards of concrete referred to 
in the second paragraph of Exhibit 179 the same 730 yards 
of concrete to which you referred a few moments ago? 
A. Yes, sir, it appears to be. That was one source of my 
information as to the amount of concrete. 

Q. What construction work was done during the month 
of December, 1907, and January, 1908? [7953] A. I 

don’t have before me complete details of what may have 
been done but from what information I do have it indicates 
that during the months of December and January forms 
were stripped from the skimmerwall, and during the month 
of December the east protection cribs, which are a part of 
the skimmer wall, were filled, construction locomotives and 
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cars were repaired, derricks no longer needed where they 
were then located were taken down, the debris of construc¬ 
tion -was cleared away on the York County side of the river, 
and the boilers of some of the construction equipment was 
painted. 

Q. In other vrords, during those two months the work 
consisted of cleanup and maintenance work? A. No, I 
wouldn’t say so. 

Q. What work would not fall in that category? A. 
It consisted of cleanup work necessary to any construction 
operation, and the work to which you have referred as 
maintenance is normally a continuing part of the work 
essential to the continuation of a construction project. In 
other words, every so often construction equipment must 
be painted. McCall Ferry construction equipment was 
painted at this particular time. 

Q. But they don’t shut down the job to paint the equip¬ 
ment? A. Oh, no. For example, at Safe Harbor we 
didn’t shut [7954] down the job to paint the equipment. 
We waited until the job was finished and then charged it to 
cost of construction of the project. 


• • • 


[7955] By Mr. Hall: 

Q. Mr. Gunn, I show you a letter dated January 18, 
1908, written by C. A. Coffin to Cary T. Hutchinson, Mc¬ 
Call Ferry Power Company, 60 Wall Street, New York City. 
Are you familiar with that letter? The letter was copied 
from Company file number 35. 

• • • 


Trial Examiner : The reporter will incorporate the 
letter into the record as if read. 

Mr. Hall : The letter reads as follows: 
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“McCall Ferry Power Co. 

“(Copied from Co. File #35) 

“New York Office, 44 Broad St. 

“January 18th, 1908. 

[7956] “Mr. Cary T. Hutchinson, 

“McCall Ferry Power Company, 

“#60 Wall St., City. 

“My Dear Dr. Hutchinson:— 

“Will you please send by bearer figures cover¬ 
ing expenditures on the McCall Ferry Power Com¬ 
pany’s property for November and December, and 
the weekly expenditures since January 1st, with 
an estimate of what will need to be spent from 
now on? 

“In view of the long time which has elapsed 
since active work at McCall’s Ferry was sus¬ 
pended, it would seem that things had reached a 
point where only two or three caretakers are neces¬ 
sary. Should not the foreman in charge be in¬ 
structed to discharge all the laborers except just 
enough to serve as watchmen? 

“Very truly yours, 

“(S.) C. A. Coffin, 

B.” 

By Mr. Hall: 

Q. Are you familiar with that letter, Mr. Gunn? A. 
I believe I recall having seen it. 

Q. That was one of the letters you considered during 
your original cost study? A. Yes, sir, I think that is 
probably correct. 

Q. On Page 74 of Exhibit 26, Mr. Gunn, after mention¬ 
ing [7957] the receipt of funds from Knickerbocker Trust 
Company you state, “With this money construction pro¬ 
ceeded and transmission line rights of way were acquired.” 
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When you say that construction proceeded, just what 
construction work are you referring to? A. Construc¬ 
tion work that I described in an answer to a previous ques¬ 
tion. That is excavation of a tailrace, construction of the 
deflection wall, and completion of drawings, the latter by 
Cooper, Sanderson and Porter, General Electric Company, 
and Trowbridge and Ackerman during the months of April 
to October, 1908. There were some minor items of work 
but those were the major ones. The work on the drawings 
by the various firms I mentioned continued from November 
1,1907 through October, 1908. 

Q. Mr. Gunn, didn’t the executive committee of Mc¬ 
Call Ferry on January 29, 1908, authorize the discharge of 
the entire force of McCall Ferry and Conowingo Quarry 
and the engaging of watchmen to protect the project? 

• • • 


[7958] The Witness: I don’t recall. They may have. 

By Mr. Hall: 

Q. I show you a letter dated January 27, 1908, written 
by J. W. Kirkland, vice-president of McCall Ferry Power 
Company to C. A. Coffin, General Electric Company, 44 
Broad Street, New York City. This letter was copied from 
Company file No. 25. 


Mr. Hall : The purpose of this letter is to show the 
activities being carried on prior to the date of the 
letter, January 27,1908, and subsequent to November 1, 
1907. 

• • • 

Trial Examiner : The reporter will copy the letter 
into the transcript as though read. 

(The letter referred to above is as follows): 
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McCall Ferry Power Co., 

(Copied from Co. File #35) 

‘‘January 27, 1908 
[7959] “C. A. Coffin, Esq., 

General Electric Co., 44 Broad St., N. Y. City. 

“Dear Mr. Coffin:— 

* 4 Answering your letter of January 21st., I 
enclose herewith a list of the staff and foremen at 
McCall Ferry and their rates of pay. In addition 
to these men of the foremen class there are about 
fifty laborers on full time at an average rate of 
about $0.22 per hour. 

“Of the $1400. estimated weekly expenditure, 
$1350. is for payrolls and $50. is for expenses. 

“These foremen and workmen have been use¬ 
fully employed in cleaning up and repairing ma¬ 
chinery which was worn or defective, and in tak¬ 
ing up tracks and timber which were liable to dam¬ 
age and destruction by floods or neglect. The ex¬ 
penses incurred have been those which Cooper es¬ 
timated as necessary to make the plant safe for 
an indefinite suspension, and you may recall that 
he stated this necessary expenditure to be $20,000. 
Instead of doing all that work by a big force in 
November and part of December, it has been done 
by a small force with the idea of conserving for as 
long a time as possible the working organization, 
so that the work could be promptly and econom¬ 
ically resumed. 

“Yours very truly, 

Vice-President.” 


Enc. JWK/G. 


1124 


Donald Gunn, Cross 


[7960] By Mr. Hall: 

Q. Do you know that the executive committee of Mc¬ 
Call [7961] Ferry on February 5, 1908 authorized the re¬ 
tention of Cooper’s force at McCall Ferry at half pay? 
A. At about that date some such arrangement was made 
for the retention of a certain part of Cooper’s personnel, 
but I don’t recall whether it was on February 5,1908 or not. 

• • • 

Q. Wasn’t the work done in the spring and summer of 
190S limited in extent and conditioned on the amount of 
money available at that time? A. Yes, I believe it was 
limited to some extent to the amount of money available. 

Q. Do you know how much money then was available? 

• • • 

The Witness: Early in 1908 there became available to 
McCall Ferry Power Company the balance of the loan from 
Receivers of Knickerbocker Trust Company, which 
amounted to $345,000. 

Later on in 1908 an arrangement was completed under 
which McCall Ferry Power Company borrowed $400,000 
from several of the people, several of the firms who had 
been principally interested in the enterprise. 

By Mr. Hall: 

Q. Isn’t it a fact that the $400,000 loan was not made 
[7962] until October, 1908? A. Yes, sir, I believe that is 
correct. 

Q. At that time the work on the tailrace excavation 
had been completed. Right ? 

• • • 

The Witness: No, I don’t think that is correct, Mr. 
Had. 

By Mr. Hall: 

Q. When was the $400,000 loan obtained? A. Ac¬ 
cording to the information that I have before me it was 
early in October of 1908. 
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Trial Examiner: October 28? 

The Witness: That is correct. It was October 28, 
1908. 

It is also true that by the end of October, the work on 
the tailrace was very nearly complete because, in the month 
of September, the field payroll which at that time was sub¬ 
stantially devoted to the tailrace excavation had been 
$27,400; during the month of October it was $19,800; during 
November, 1908, the payroll was $31,000, and then during 
December it dropped to $1100, and from there on it ranged 
just under $1,000. 

By Mr. Hall : 

Q. Isn’t it a fact Hutchinson reported to the executive 
committee of McCall Ferry on October 20, 1908, that work 
on Culley’s cut was completed on October 15, 1908? 
[7963] A. I really don’t recall whether he did or not. 

Q. Wasn’t the tailrace work the same work which was 
supposed to have been completed by H. S. Kerbaugh, Inc., 
before January 1, 1907? A. Yes, it was the same work 
for which Kerbaugh had a contract, but due to the abnor¬ 
mal flow in the river during the period of time in which 
Kerbaugh would normally have done the greater part of 
this work, the dam was flooded and with it all of his equip¬ 
ment and there were several months when he could do no 
work at all. Then McCall Ferry became dissatisfied with 
the progress that Kerbaugh was making and took the con¬ 
tract away from Kerbaugh and arranged for Kerbaugh to 
turn his equipment over to Cooper, for Cooper to take over 
the tailrace excavation. 

Q. Did McCall Ferry work on that excavation to some 
extent from April to July of 1907? 

• • • 

[7964] A. I have referred to Page 67 of Exhibit 26, the 
last full paragraph on that page, which states the substance 
of your question. 
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Q. Before the suspension of work on November 1,1907, 
it had been planned to complete the excavation of the tail- 
race during the fall of 1907 while the rest of the construc¬ 
tion was proceeding. Isn’t that so? A. Yes, I believe 
that had been the plan. It was highly desirable that that 
be done. 

• • • 

[7965] By Me. Hall: 

Q. Look at Page 301 of Exhibit 27, Mr. Gunn. A. 
I don’t believe you can quite make that broad a statement, 
Mr. Hall. It is true that in the early fall of 1907 the York 
County Coffer Dam was closed, and it was therefore neces¬ 
sary to pass the flow of the river through the tailrace. 

It appears from Mr. Cary T. Hutchinson’s letter of 
November 26, 1907, to Mr. Henry F. Dimock, President of 
McCall Ferry Power Company in the second paragraph that 
they expected to proceed with the work in the tailrace cut 
during the month of December and perhaps as far into the 
spring as the flow of the river would permit them. 

However, I don’t take that to mean that Hutchinson or 
anybody else expected that during that time and in that 
limited season they could complete the tailrace work. 

• • • 

[7966] The Witness: I think perhaps we had better add 
that the letter of November 26th from Cary T. Hutchinson 
to Henry F. Dimock appears beginning on Page 301 of 
Exhibit 27. 

By Mr. Hall : 

Q. Construction of the powerhouse itself and the main 
dam was not re-opened in 1908, was it? A. Not to any 
serious extent. However, during 1908 design work on 
drawings was continued. 

Q. No steps were taken in 1908 to have the machinery 
contractors start work anew on the fabrication of the 
project machinery, right? A. Not so far as I know. 
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Q. The work on the tailrace excavation was authorized 
on April 20, 1908, by the executive committee of McCall 
Ferry, was it not? A. It was authorized, I presume, at 
some date near that. I don’t recall the specific date. In 
any event, shortly after that date it did start. 

Q. Some time would be necessary, however, to prepare 
for re-establishing the plant so actual work in connection 
with the tailrace would not begin until several weeks there¬ 
after, right? 

• • • 

The Witness : No, I don’t think that necessarily follows 
[7967] at all. 

By Mb. Hall: 

Q. Hadn’t the construction plant been more or less put 
away at the time of the action of the executive committee? 
A. No, it had simply been left in the storage area and pro¬ 
tected. There had been no construction plant in the tail- 
race prior to that date, so the operation on resumption of 
work in the tailrace would obviously have been necessary no 
matter when they started it, and obviously would be an ap¬ 
propriate part of the cost in the tailrace. 

Q. But the preparation for the tailrace re-opening 
would have gone on while the other construction was in 
progress. Isn’t that so? A. I don’t believe I under¬ 
stand that question. 

Q. Under normal course of events. A. You mean if 
there had not been a cessation of work? 

Q. Yes. A. That preparation of the equipment and 
moving of the equipment into the tailrace cut would have 
gone on coincidental with the other work? 

Q. Yes. A. Yes, I think that is true. We discussed 
the fact that that could have been done in some detail, and 
we also discussed the consequences expensewise if it had 
been done, [7968] that is that it would have caused con¬ 
fusion and increased expense of doing the work. 
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Q. Wouldn’t the Coffer Dam have to be re-erected, 
still further postponing the actual excavation? 

• • • 

The Witness: What Coffer Dam, Mr. Hall? 

By Mr. Hall: 

Q. Wasn’t a Coffer Dam required for the tailrace? 
A. Several of them were. 

Q. Wasn’t it necessary to re-erect the Coffer Dams in 
order to proceed with the work in 1908? A. No. The 
principal Coffer Dam which had been required for the tail- 
race excavation was the upstream Coffer Dam. It is my 
understanding that construction on the powerhouse had 
progressed to a point which made it unnecessary to ever 
re-erect that Coffer Dam. As a matter of fact, shortly 
thereafter, or perhaps during the tailrace excavation, that 
Coffer Dam was removed, what remained of it. 

It may be, Mr. Hall, you are referring to rather small 
Coffer Dam at the lower end of the cut which prevented 
water backing up into the cut and which already had been 
wrecked by the flood which washed Kerbaugh out of the 
cut. 

Q. Wasn’t it necessary to re-erect that Coffer Dam? 
A. That one? 

[7969] Q. Yes. A. To be sure, it was necessary to re- 
erect that after the flood no matter when you did it. But 
there was nothing especially peculiar about the re-erection 
at the time it was made. 

Q. And work on the tailrace could not proceed until 
that Coffer Dam had been re-erected? A. Yes, that is 
the reason for several months’ delay of any work at all 
on the tailrace by Kerbaugh after he was flooded out, and 
before Cooper took over for McCall Ferry and did what 
little work Cooper did in 1907. 


Mr. Hall : May we have marked as Exhibit Num¬ 
ber 181 for Identification a letter dated April 13, 1908, 
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written by Hugh L. Cooper to Cary T. Hutchinson, 
Chief Engineer, McCall Ferry Power Company? The 
letter is copied from Company File 3951-3. 

• • • 

(The document referred to was marked as Exhibit 
Number 181 for Identification.) 

• • • 

[7970] By Mb, Hall: 

Q. Mr. Gunn, according to Exhibit Number 181 for 
Identification the total amount of money to be spent for the 
excavation work was relatively small, isn’t that so, in com¬ 
parison with total cost of that plant? 

Trial Examiner: What does counsel mean? "What 
are the amounts to which you refer? 

The Witness: I think, Mr. Examiner, he is referring 
to the amount used for Culley’s Cut, and this letter, which 
is Exhibit 181, seems to be somewhat confusing to me. It 
states that about $150,000 will be needed for Culley’s Cut. 
Then it recites two other items which will be needed, one 
of which is $4,000 that Cooper says is appropriately 
charged to Culley’s Cut. Then the second item is $10,000. 

However, the total estimate contained in the letter of 
April 13th is $194,000, and if you subtract $10,000 from 
that it looks like there would be $184,000 instead of $154,000 
to apply to Culley’s Cut. In any event that is the order of 
magnitude of the figures. 

I don’t recall what the actual cost was, but at least 
that was Hugh L. Cooper’s estimate of what it would be on 
[7971] April 13, 1908. 

• • • 

[7974] Q. But the total cost of re-establishing the plant 
was ten thousand dollars; right? A. Cooper so states. 
I don’t know what he meant by re-establishing the plant 
even for the other six thousand dollars. It may very well 
have been of the same character and a necessary expense 
whether there had been a cessation or not. 
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Q. On October 21, 1908, the McCall Ferry executive 
committee authorized the discharge on November 1, 1908, 
of the entire force at McCall Ferry, Conowingo Quarry, and 
New York with the exception of a few supervisory em¬ 
ployees. Isn’t that right? A. I think that very well may 
be true, in any event shortly after October 21, they were 
discharged. 

Q. No further work was done until the receiver from 
McCall Ferry reopened the project in 1909. Isn’t that so? 
A. That is correct. No work of any substantial volume was 
done between those dates. 

Q. When did construction work get fully under way 
under the receiver? A. Well, it was begun in July, 1909. 

Q. What work was done in July, Mr. Gunn? A. I 
don’t have the details of it before me. 

Q. Isn’t it a fact that no work was done in July, 1909? 

• • • 

[7975] The Witness: I don’t know whether it is or not, Mr. 
Hall. I believe there was some preliminary work. It is a 
fact no significant volume of work was done in July of 
1909, July of 1909 is simply time they were engaging in the 
preliminaries to get the work started. 

By Mb. Hall : 

Q. Who engaged in the preliminaries? A. The Re¬ 
ceiver, as I understand it. 

Q. The Receiver’s contract with Empire Engineering 
Corporation was dated August 16, 1909. A. I believe 
that is correct. 

Q. Much work had to be done to get ready to start up 
construction again on the project. Isn’t that so? A. 
No, I don’t think so. No information that I have indicates 
that to be a fact. 

Q. Had all the equipment and so forth been placed in 
storage? A. No, Mr. Hall. So far as I know the only 
thing which had been done was that part of the equipment 
had been placed on the construction area, painted, lubri¬ 
cated and left there, and the construction plant of the sort 
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they had at McCall Ferry certainly didn’t require any sort 
of time or effort to get it started. It consisted of locomo¬ 
tives, [7976] locomotive cranes, dump cars, drilling equip¬ 
ment, all of which as a matter of practical fact could he 
started up in a few hours. 

Q. Isn’t it a fact that little work was done prior to 
September, 1909? A. I don’t have any facts before me, 

Mr. Hall, which would indicate that. 

• • • 

The Witness: It is a fact the volume was not very 
great, Mr. Hall, because the total cost of it was only about 
ten thousand dollars prior to that date. 

By Mr. Hall: 

Q. And that ten thousand dollars included the salaries 
of watchmen, supervisors, and so forth. Bight? A. I 
suppose so. They were paid somehow. 

Q. Mr. Gunn, I show you a letter dated September 21, 
1909 signed by Wm. Barclay Parsons, and addressed to 
J. E. Aldred, Receiver, McCall Ferry Power Company. The 
letter was copied from Company file 3951-4. 

Are you familiar with that letter? A. Yes, I am 

familiar with that letter. 

• • • 

[7977] Trial Examiner: The reporter may incorporate 
the letter into the transcript as though read. 

(The letter referred to above is as follows): 

(Copy) 

Empire Engineering Corporation, 

New York, 

September 21,1909. 
“Mr. J. E. Aldred, Receiver, 

McCall Ferry Power Company, 

24 Exchange Place, City. 

“Dear Sir: 

“The amount of work done by this Corpora¬ 
tion at McCall’s Ferry during the month of Au- 
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gust was comparatively so small as not to call for 
any special payment to ns. By the end of Sep¬ 
tember, however, a considerable amount of work 
will have been accomplished, and I think it would 
be well to establish between now and the end of the 
month a system of reports so that the amount ex¬ 
pended for labor and materials, and other work, 
can be fixed, and the moneys due this [7978] 
corporation for services as engineers of construc¬ 
tion be determined and adjusted. I will be very 
glad to take this matter up with you at vour con¬ 
venience. ’ ’ 

“Very truly yours, 

(s.) Wm. Barclay Parsons, 

President.’’ 

• • • 

[7979] Q. Mr. Gunn, I believe you testified that you have 
used six per cent as reasonable rate of interest in computing 
your interest during construction and have used a construc¬ 
tion period beginning April 1, 1905, to October 1, 1911. 
Right? A. Yes, sir, I have so stated. 

Q. I take it that in your opinion the six per cent method 
would be reasonable regardless of what construction pe¬ 
riod the Commission may use? 

• • • 

The Witness: If you were to take that you would be 
making the biggest mistake you ever made. 

By Mr. Hall: 

Q. What do you mean by that statement, Mr. Gunn? 
A. I mean you would be completely wrong, and without any 
doubt. The selection of six per cent as a method of inter¬ 
est is connected with and inseparably connected with the 
selection of the construction period. 

Q. Assume that you used the same construction period 
utilized by the Staff. What effect would that have on the 
[7980] six per cent rate which you used in your computation 
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of interest during construction? A. I would think the 
selection of such a construction period, presumably on the 
basis it represents a realistic construction period, would 
necessarily carry with it the use of a realistic rate of in¬ 
terest during construction for the Holtwood project at the 
time the Holtwood project was constructed, and it most as¬ 
suredly would not be six per cent but it would be very 
substantially greater. 

Q. Why did you select six per cent for the purposes of 
your computation? A. Because six per cent, when taken 
together with the construction period actually incurred, 
seemed to me to result in a reasonable overall amount of 
interest during construction of this project. 

Q. I believe you testified that you considered the six 
per cent rate to be a reasonable one in connection with the 
construction period you have used in making your original 
cost claim. Right? A. That is right. 

Q. Is it your position that the interest rate varies with 
the varying lengths of construction period? A. No, not 
at all, but this is my position rather, Mr. Hall: There was 
an actual construction period at Holtwood. It extended 
from 1905 to October 1, 1911. 

[7981] It is true that had the company not encountered 
financial difficulties the project might have been built in a 
shorter period of time. 

It is also true that a proper rate of interest for a 
project entailing the risks of the Holtwood project at that 
time was obviously substantially greater than six per cent. 

Now, you have several alternatives for arriving at a 
reasonable overall amount of interest during construction. 
You could take a realistic rate of interest, and, let us say, 
a construction period which might have been accomplished 
had there been no difficulties of any sort, and make a cal¬ 
culation, and you get a certain amount of interest during 
construction. 

If you were to take the same high rate of interest and 
apply it to the construction period actually experienced, 
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you would get a much greater amount of interest during 
construction. 

Now, it seemed to me that it was appropriate to take 
the actual construction period as experienced and apply to 
that such a rate of interest as would result in a reasonable 
overall amount of interest during construction and a six 
per cent rate appeared to accomplish that result. 

That, of course, results in using the actual period of 
construction and what we may call a synthetic rate of in¬ 
terest for that project at that time. The other alternative 
was to [7982] use a synthetic construction period and the 
actual rate of interest during that time, and since one al¬ 
ternative had to be selected I selected the one I have used. 

Q. You referred to actual construction period. By 
that you meant, I take it, the construction period which you 
determined for the purposes of your original cost deter¬ 
mination? A. Yes, sir. 


• • • 

[7984] By Mb. Halt,: 

Q. Mr. Gunn, at transcript 7962 you referred to the 
McCall Ferry payroll in November of 1908 as totaling 
$31,000. Is that the correct figure for the month of Novem¬ 
ber? A. No, sir. That should be $3100. 

Q. What was the payroll in April, May and June of 
1908? A. In April it was $4700; in May it was $12,400; 
in June it was $14,800. 

These figures of which we are speaking are field con¬ 
struction payrolls. 

Q. Do you have the payroll figure for the month of 
October, 1907? A. No, I do not. The first month I have 
before me is November of 1907. 

The figure, I believe, for the month of October 1907 
was slightly over $60,000. 

Q. What amount did you determine to be Penn 
Water’s claim for interest during construction to October, 
1911? [7985] A. $2,489,026.01. 
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Q. Is that the reasonable overall amount of interest 
during construction you considered in determining your 
interest rate? 

By Mb. Hall: 

Q. I am limiting that, Mr. Gunn, to the period up to 
and including October 1, 1911. A. That is the amount 
of interest which I concluded was a reasonable overall 
amount of interest. Of course, I considered various 
amounts of interest by alternative plans of computing in¬ 
terest for that period, and as a result of the consideration 
of the various amounts and various methods of calculation, 
various rates and various construction periods, I concluded 
that this was a reasonable overall amount of interest. 

Q. Are you saying that in connection with your compu¬ 
tation of interest during construction you considered dif¬ 
ferent [7986] construction periods and different rates of 
interest, and that different rates of interest applied to dif¬ 
ferent construction periods? A. Yes. 

Q. Did you, however, consider the same total overall 
interest claimed as being applicable to all periods? A. 
No, I can’t say I went at it just that way, Mr. HalL What 
I did was to make a series of calculations at different rates 
of interest using different construction periods, and I 
considered all of those, and their characteristics, and came 
to the conclusion that the actual construction period as in¬ 
curred, taken together with a six per cent rate of interest, 
produced a reasonable overall amount of interest, and that 
figure is the figure I just mentioned, $2,489,026.01. 

Q. Did your other calculations produce approximately 
the same overall amount of $2,489,026.01? A. That or 
more. 

Q. Will you tell us what other construction periods 
you considered and the rates of interest you deemed ap¬ 
plicable for those periods? A. I did not select a single 
rate of interest for the other construction periods. What 
I did for the other construction periods was to compute 
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a series of interest rates ranging from six to ten per cent. 
Having made a first [7987] calculation to determine the 
time form of the interest pattern it was simply a matter 
of computing the remainder of the interest calculations as 
a simple proportion. As a matter of fact it can very 
readily be computed and I did compute them graphically. 

Q. What other construction periods did you consider? 
A. Well, I considered what would be the result if the 
dates December, 1907 to August 1909, were eliminated 
from the construction period. I considered another con¬ 
struction period which would eliminate the time from ac¬ 
tive construction December 1907, to April, 1908, inclusive, 
as well as November, 1908 to August, 1909, inclusive. 

• • • 

The Witness: Still another construction period that 
was considered was one derived by eliminating from the 
period of active construction the time between November 
1908 to August, 1909, inclusive. 

• • • 

The Witness: Another calculation w’hich was made 
was based upon the actual construction period as it oc¬ 
curred from 1905 to October, 1911, without any elimina¬ 
tion at all. 

• • • 

[7988] Q. What rate of interest did you associate with the 
elimination of the period from December, 1907 to August 
1909? A. I made calculations at rates of interest all 
the way from six per cent to ten per cent. 

Q. Which interest rate did you consider to be more 
applicable to that period? A. I would say that the in¬ 
terest rate for that period ought to be somewhere between 
at least nine or ten per cent. The reason why I say that is 
that if you were to make that total elimination you would 
be deriving what I suppose you would describe as a real¬ 
istic construction period, and departing from the construc¬ 
tion period, which was actually incurred. In that event 
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it seems to me that you ought to use a realistic rate of 
interest which would be applicable to . the risks and un¬ 
certainties in a project such as Holtwood was during the 
period of time we are discussing. 

Q. Is it your opinion that a realistic rate of interest 
is something different from the actual interest costs in¬ 
curred? A. That would go back, Mr. Hall, to what is 
the concept of interest during construction. I realize there 
are two of them. However, they are not far apart. I be¬ 
lieve some people view the rate as the bare bones cost of 
money; others view it as income foregone, during the period 
of construction. 

The difference between them would be whatever is ap¬ 
propriately allowed in the rate of return over and above the 
so-called [7989] bare bones cost of money. I don’t know 
just how much that would be, but theoretically it is some¬ 
thing. 

[7990] Now, if you are going to view interest during con¬ 
struction as the bare bones cost of money, then it would 
be the cost of money if and when the cost of money is cor¬ 
rectly computed. 

Q. Which concept did you deem to be applicable for 
the purpose of your determination? A. Because of the 
method I have used it was not necessary to reduce it and 
identify it as either one. 

Q. Did you? A. No. My inclination is to say that 
proper interest during construction is income that is fore¬ 
gone, rate of income foregone during period of construc¬ 
tion. 

Q. When you refer to rate of income foregone you are 
referring to income which would have been realized had 
the plant been in operation. Is that right? A. Yes, 
sir. 

Q. That concept controlled your thinking in connec¬ 
tion with your interest determination of the reasonable 
amount of interest, amounting to $2,489,026.01, right? A. 
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Well, it certainly influenced it. I don’t know you could 
say it controlled it. 

Q. In other words, your determination was not made 
on the bare bones cost of money? A. No, although, as 
I said, the two figures when properly determined would 
not be very far apart, and because [7991] of the method I 
have used I don’t think you could say that it is inseparably 
and inflexibly tied to either one of the concepts. 

Q. Mr. Gunn, what was the total amount of interest 
you arrived at by using rates ranging from nine to ten per 
cent and eliminating the period from December 1907 to 
August 1909? A. The interest computed for that period 
at nine per cent was about $2,650,000 and at ten per cent it 
was about $2,950,000. 

Q. What was the least rate of interest you considered 
in connection with the elimination of the period from 
December 1907 to August 1909? A. I would say that I 
didn’t give any serious consideration to anything below 
nine per cent. 

Q. Didn’t you testify a few minutes ago that you gave 
consideration to rates ranging from six to ten per cent for 
the period? A. I don’t think I did. I believe at that 
time I was explaining the range over which I had made 
calculations. You are now asking me the range which in¬ 
fluenced, or which had substantial influence, on my de¬ 
termination of interest during construction. 

Q. Was six per cent the least rate at which you made 
a calculation for that period? [7992] A. Yes, six per cent 
was the lowest rate at which I made calculations for any 
period, and I made calculations at six per cent for all 
periods for the purpose of getting the time pattern of the 
interest of it. 

Time pattern of the amount of interest and from which 
I interpolated the amount of interest at all other rates. 

Q. What total amount did you arrive at for that period 
using six per cent? A. The total amount I computed 
for that period? 
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Q. Yes. A. $1,660,000. 

Q. Mr. Gunn, does the nine per cent calculation 
amounting to $2,650,000 represent what you considered 
would be the net income from the plant had it been in 
operation? 

• • • 

The Witness: By “net income” you are referring to 
a figure before bond interest, are you? 

By Mr. Hall : 

Q. What did you have in mind as to income when you 
arrived at the amount of $2,650,000? A. I didn’t have 
anything in mind. I had in mind determining the reason¬ 
able amount of interest during construction. 

Q. Didn’t you testify that that reasonable rate was 
[7993] based upon the income to be determined from proj¬ 
ect earnings? A. No, I testified that that was income 
foregone during construction, a rate of interest foregone, 
not a number of dollars of income, certainly. 

Q. In other words, you figured that the project would 
be earning, for instance, nine per cent? A. I figured 
that the project, because of the risks entailed in the proj¬ 
ect at that time, was entitled to earn nine per cent. 

Q. Was it entitled to earn nine per cent for any one 
of the construction periods that you have mentioned? A. 
Well, I think the project was entitled to earn nine per 
cent because of its risk at any time between 1905 and 1911. 
But in making the computation for interest during con¬ 
struction, which seems to me to lead to a reasonable over¬ 
all allowance for interest, I thought it was appropriate to 
give recognition to the fact that because of the financial 
difficulties into which the project fell that a rate of interest 
less than that which it ought to have been entitled to earn 
should be used in the calculation, and I have used a lesser 
rate of interest purely out of recognition of the prolonged 
construction period, which construction period was pro¬ 
longed because of factors wholly beyond the control of the 
company. 
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Q. What do you consider the project should be entitled 
[7994] to earn? A. Speaking now of a rate or total 
amount ? 

Q. Rate. A. I don’t know. I haven’t made any 
specific determination of it. It seems to me at that time 
it ought to have been entitled to at least nine per cent or 
perhaps more. 

Q. Is your opinion that the project would earn nine 
per cent immediately upon completion? A. No. - No 
hydro project can ever do that, but it is expected that the 
failure to earn the full entitlement in a rate of return im¬ 
mediately will be made up when the period during which 
the lag in earnings takes place by one of two methods: 
Either by including in the rate base the amount of the 
lag of earnings or by giving recognition to that factor in 
the rate of return allowed in the future after the plant has 
reached the economic position where it is economically able 
to earn it. 

Q. Are you saying, Mr. Gunn, the project did not earn 
nine per cent for some years after completion? A. Yes, 
I think that is generally true of all hydro projects which 
make available a large block of power and which require 
a large expenditure of money initially, such as is entailed in 
low and medium head projects where long dams are re¬ 
quired and extensive storage reservoirs do not result. 
[7995] Q. But you believe that the rate of interest allowed 
during the construction period should be based upon the 
ultimate earnings realized from the project, right? A. 
No, that is not what I said. It seems to me that the rate 
of interest allowed for interest during construction ought 
to be based upon the rate of earnings which is required to 
attract capital to that enterprise in the face of the risks 
the enterprise entails. 

• • • 

[7996] By Mr. Hall: 

Q. Mr. Gunn, when you considered elimination of the 
periods from December 1907 to April 1908 and November 
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1908 to August 1909 what rates of interest did you con¬ 
sider in connection with that period? A. I made calcu¬ 
lations for the construction period resulting from the 
elimination of those periods of time you just mentioned at 
rates of interest from six to ten per cent. 

Q. Which rate within that range did you consider to 
be the most applicable to that period? A. I don’t think 
I ever came to any specific conclusions as to what were the 
most applicable rates. I simply made the calculations to 
show what the range of interest during construction would 
be if those eliminations were made from the construction 
period and at the various rates of interest I have men¬ 
tioned. 

Q. Did those calculations enter into your considera¬ 
tion of the total reasonable amount of $2,489,000? A. 
Yes, I suppose they had some influence on it, but I don’t 
know just how or how much. 

[7997] Q. You don’t know to what extent they did influence 
that? A. No, because my conclusions were based on the 
totals of all of these calculations. I couldn’t break down 
each period and each total and say what separate parts of 
them contributed to the conclusion. 

Q. If you had eliminated the periods from December 
1907 to April of 1908 and November 1908 to August 1909, 
what interest rate would you have considered applicable? 
A. I would say an interest rate which, when taken together 
with the construction period resulting from the elimination 
you have just mentioned, would have made an interest claim 
about equal to the $2,489,000 that I have claimed as a 
reasonable amount of interest. 

[7998] Q. What interest rate combined with that period 
would produce the figure of $2,489,000 approximately? 
A. Somewhere between six and seven per cent. 

Q. If you eliminated the period from November 1908 
to August, 1909 from consideration, what interest rate 
would you associate with that period? 
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The Witness: That also would be between six and 
seven per cent. 

By Mr. Hall: 

Q. Six and seven? A. Six and seven per cent. In 
other words, the elimination of the short period of time 
between December 1907 and April 1908 does not have a 
very material effect on the interest rate. 

Q. What total amount of interest did you arrive at by 
using the six or seven per cent by the elimination of the 
period from November 1908 to August 1909? 

• • • 

The Witness: Using six per cent the total amount of 
interest would be about $2,450,000. Using seven per cent 
the total amount of interest would be about $2,870,000. 

By Mr. Hall: 

[7999] Q. What total amount of interest would have re¬ 
sulted through the elimination of the period from Decem¬ 
ber, 1907, to April, 1908, and November, 1908, to August, 
1909, by applying the rates ranging from six to ten per 
cent? A. Six to ten per cent? 

Q. Six to seven per cent. A. At six per cent the 
total amount of interest would be $2,320,000, or thereabouts, 
and using seven percent the total amount of interest would 
be about $2,690,000. 

Mr. King: May we have that answer read? 

(Answer read). 

By Mr. Hall: 

Q. What was the smallest amount of interest at which 
you arrived by your various calculations? 

Mr. King: You mean on all the periods consid¬ 
ered? 

Mr. Hall: Yes. 

The Witness: All of the periods considered and all 
the interest rates considered? 
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By Mb. Hall: 

Q. That is right. A. About $1,760,000. 

Q. What was the largest amount arrived at? A. 
Again, considering all of the periods and all of the rates? 

Q. Yes. [8000] A. $4,200,000. 

Q. Why did you reject the smallest amount of $1,760,- 
000? A. Because I thought it was improper. 

Q. Why? A. It just seemed to me to be ridiculous. 

Q. Why was it ridiculous? A. Because in arriving 
at that amount of money it is necessary to create a purely 
fictitious construction period and then turn around and 
apply to that a wholly fictitious rate of interest, both of 
which are lower than actually should have prevailed. The 
two taken together just makes a ridiculous answer. 

Q. You mean that they would have produced an amount 
lower than the return which would have been made had the 
project been in operation? A. Subject to all the expla¬ 
nation I previously have given of that term, yes. 

Q. Why did you reject the maximum of $4,200,000? 
A. For exactly the opposite reason to why I rejected the 
minimum figure. It gave a ridiculously high figure. As a 
matter of fact, I think I ought to add that in making those 
calculations, those maximum and minimum figures merely 
resulted from the convenience of calculating, and it was 
obvious from the beginning they had no bearing on the 
problem. 

[8001] Q. Mr. Gunn, why did you select the amount of 
$2,489,000? A. Because after considering all of the facts 
we have been discussing I came to the conclusion that that 
was a reasonable overall allowance for interest during con¬ 
struction upon this project at the time it was built and un¬ 
der the circumstances under which it was built. 

Q. Mr. Gunn, did you select the figure of $2,480,000 
because it represented a mean between $1,760,000 and 
$4,200,000? A. No, sir. 

Q. Did that have any effect at all? A. No, I don’t 
think it did. As I said before, those extremes were merely 
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the results of the convenience of calculation, and it was 
perfectly obvious that neither one of them had any appro¬ 
priate bearing on the determination of interest during 
construction. 

• • • 

[8003] By Mb. Hall: 

Q. What consideration did you give at the time of that 
decision to the actual interest costs which had been incurred 
by McCall Ferry and Penn Water? A. I don’t believe I 
gave any substantial consideration to it, Mr. Hall, because 
of the complications resulting from the receivership and all 
of the other abnormalities of the McCall Ferry Develop¬ 
ment. It seemed to me it was just a hopeless task to attempt 
to derive the cost of money. In the derivation of any such 
figure it would be necessary to just pile one assumption on 
top of another, and when you got through all you would 
have would be the product of a whole series of assumptions. 

[8004] Q. Mr. Gunn, did you- A. It seems to me in 

that connection, Mr. Hall, there is not more than one partial 
fragment of data which would give you any indication at all 
as to the interest, and that is the cost of the money borrowed 
from Knickerbocker Trust Company, which as I understand 
when correctly computed is approximately seven per cent, 
6.9—something, I believe. The reason I described that as 
being only a fragmentary indication is because that repre¬ 
sented only a small segment of the risk of the enterprise 
because of the guarantees that lay back of that loan as 
security. 

• • • 

[8008] Q. However, there was no dividend paid on either 
the McCall Ferry common or preferred during the period 
of construction. Right? A. That is correct. 

• • • 

[8013] Q. The interest on the Knickerbocker Trust Com¬ 
pany loan was at the rate of six per cent with a commission 
of one-half per cent on the maximum amount of the loan. 
Isn’t that so? A. Yes, sir, as I recall it that is correct. 
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Q. And the maximum amount of the loan secured from 
Knickerbocker Trust Company was $4,449,600? A. I 
believe that is correct. 

Q. Did McCall Ferry Power Company secure any cash 
from any other source during the period from April 1905 to 
October 31, 1907? 

• • • 

The Witness : The only other funds in cash that I know 
of which McCall Ferry received was interest that they 
earned on their deposits. Of course, there might have been 
a small amount of revenue from McCall Ferry Company. 
By Mr. Hall: 

Q. Just how small would that amount have been? 
A. Pretty small, I think. It was not a very big [8014] oper¬ 
ation. They had only one or two ferries. 

Q. About $200 a year? A. I don’t have the least 
idea what it was at that period but it was a small amount. 

Q. The only bonds outstanding in the hands of the 
public prior to February 1, 1908 were the $250,000 bonds 
issued to Harlow-McGaw for properties? A. Yes, I be¬ 
lieve that is correct. Prior to that time the subscribers 
simply had receipts for their funds which I suppose had all 
the characteristics of the bonds, but the bonds themselves, 
as I understand it, had not been issued except those we gave 
to Harlow-McGaw in exchange for their property. 

• i # 

Q. Did you make any determination of the average in¬ 
terest rate paid for that period? [8015] A. No, and for 
the reason I explained early this morning. It was too com¬ 
plicated to compute a rate of interest which could be rea¬ 
sonably described as the true cost of money, and an effort 
to do so simply would result in piling up a large number 
of assumptions, one on the other, until you had an answer 
which had no particular significance. But, as I recall it, 
the staff by some sort of a mixture of figures arrived at 
six per cent as a cost of money. It seems to me that the 
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rate paid to Knickerbocker Trust Company for a fractional 
part of the project risk proved that is wrong, obviously. 

Q. Mr. Gunn, let us check that last statement you made. 

If we add the amount of $4,449,600 advanced by Knick¬ 
erbocker Trust Company at six per cent and the $2,817,900 
from subscribers at five per cent, we arrive at a total of 
$7,267,500, right? A. Yes, sir, that arithmetic appears 
to be correct. 

[8016] Q. That being the total cash available for construc¬ 
tion purposes. A. Yes, that seems to me to be about the 
proper amount. 

Q. Six per cent on the $4,449,600 loan would result in 
an annual interest payment of $266,976. Right? A. 
That appears to be correct. I will accept your mathematics 
on it. 

Q. The commission on a loan of one-half per cent would 
amount to $22,410 for a year. Right? A. Yes, sir. 

Q. And five per cent on the advancements made by sub¬ 
scribers of $2,817,900 would produce an annual interest cost 
of $140,895. Right? A. I will accept that. 

Q. Adding the $266,976, $22,410, and $140,895, we ar¬ 
rive at a total of $430,281. Right? A. I will accept your 
mathematics. 

Q. If you compare the $430,281 annual interest cost 
with the total funds available of $7,267,500, we arrive at 
an interest rate of 5.92 per cent. Right? A. I will ac¬ 
cept your mathematics on that, Mr. Hall, except I think 
you didn’t mean compare but you meant if you divided the 
first figure by the second and multiplied by 100 you would 
get 5.92. Is that what you meant? 

Q. Yes. [8017] A. Yes, the arithmetic seems to be 
correct on that so far as I know. I don’t know what signifi¬ 
cance the figure has now that we have performed the 
arithmetic. It doesn’t have any to me, certainly. 

Q. Didn’t the Knickerbocker Trust Company offer to 
extend the loan to any of the individual subscribers for an 
additional year beyond the three-year period at six per cent 
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npon payment of a second instalment of 20 per cent of the 
subscription price? 

• • • 

The Witness: Yes, I believe that is correct, Mr. HalL 
At least they offered to extend them for a year and they did 
charge a rate of six per cent. Whether they charged the 
bonus or not I really don’t recall I should think they ought 
to have extended that loan for less than six per cent. 

A payment of another 20 per cent certainly made the 
risk less of a fraction of the project risk than it previously 
was. 

By Mb. Hall: 

Q. Are you suggesting that the subscribers did pay a 
bonus in addition to the interest rate? A. I am suggest¬ 
ing I don’t remember whether or not they did. 

Trial Examiner: Counsel has given the witness 
figures [8018] indicating total advances by Knicker¬ 
bocker Trust Company and total subscriptions from 
the subscribers. 

On Page 39 of Exhibit 51 those figures don’t check. 

Mr. King: Referring to page 39 of the text, Mr. 
Examiner? 

Trial Examiner: Yes. 

Mr. Hall: Mr. Examiner, the figures on page 39 
of Exhibit 51 apply only to the advances made up to 
November 1, 1907, whereas the figures used in Mr. 
Gunn’s calculations, or my figures furnished to him, 
were derived from the appendix 3, page 73 of part 2 
of Exhibit 51 and represent the total cash ultimately 
received from the bond subscribers. 

• • • 

[8041] Q. And in the year 1930 Penn Water also resumed 
the charging of interest to plant account. Isn’t that so? 
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A. Yes, sir, in 1930 Penn Water formulated a definite pro¬ 
cedure for charging interest. 

Q. What has been the company’s policy with respect 
to the capitalization of interest since 1930? A. The 
practice with respect to interest during construction which 
Penn Water adopted beginning with 1930 was [8042] to 
charge interest at 34 per cent a month on construction ex¬ 
penditures on all jobs estimated to cost $2,000 and to re¬ 
quire more than one month in construction. 

They terminate interest under that practice at the end 
of the month during which the facilities are available for 
service. 

In the case of large projects involving land, interest 
during construction is charged to both construction expendi¬ 
tures and land acquisition cost. 

In the case of acquisitions of land such as the purchas¬ 
ing of flowage rights for the Holtwood development after 
the project is in operation, the company does not charge 
any interest during construction on the acquisition cost of 
such lands. 

Q. Is the policy you have just outlined the same as that 
which has been pursued by the company since 1930? A. 
Yes, sir. 

Q. That is on its books? A. What is that? 

Q. The policy pursued on its books in capitalizing in¬ 
terest. A. Yes, sir. 

Q. And that policy is in effect today, right? A. 
Yes, sir. 

• • • 

[8043] Q. Has Penn Water paid as high a rate as six per 
cent since 1930 on any of its outstanding bonds? A. Not 
so far as I know. 

• • • 

[ 8044 ] Q. Why has Penn Water used a six per cent rate in 
charging interest to construction when it does not pay that 
high a rate on borrowed money? A. One of the biggest 
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reasons I know of is that the Federal Power Commission 
approved six per cent in the Safe Harbor case. 

Q. That approval, of course, applied only to Safe Har¬ 
bor. It had nothing to do with Penn Water’s rate of in¬ 
terest. Isn’t that so? A. It is a fact that it was approval 
of Safe Harbor. I wouldn’t say it had nothing to do with 
a proper rate of interest for Penn Water. It seems to me 
like it had a very great deal to do with it. 

Q. How do you arrive at that conclusion? A. Be¬ 
cause they approved it for Safe Harbor. 

Q. Is that the reason you used six per cent in so far 
as your computation of interest is concerned? [8045] 
A. I take it, Mr. Hall, you are referring now to Penn 
Water’s present practice in computing interest during 
construction, are you? 

Q. Yes, since 1930, Mr. Gunn. A. Yes, I would say 
that was one of the biggest reasons. It seems to me that 
six per cent was an amount which commonly is used for 
interest during construction. As a matter of fact, in Safe 
Harbor we arrived at the interest in all sorts of ways. In 
the early part of Safe Harbor construction it was on short 
term borrowings, in which case the interest actually paid 
was put in, interest during construction. When the project 
was about half through a $21,000,000 bond issue was sold 
and part of the proceeds for that were used to repay the 
short term borrowing and the remainder was available for 
construction over a considerable time in the future, and as 
long as the residue of the bond money available for con¬ 
struction in the future lasted, Safe Harbor charged the 
total amount of interest on the outstanding bond issue, and 
when that money was gone, that is the residue of the bond 
issue, Safe Harbor stock was sold to Penn Water and to 
Consolidated Company, and the proceeds of that stock were 
treated as the company’s own funds, and the Federal Power 
Commission found, in the Safe Harbor case, that six per 
cent was an appropriate rate to apply to those funds or to 
the proceeds of the sale of stock. 
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[8046] I think our conclusion in Holtwood to use six per 
cent since 1930 was probably more influenced by the opinion 
of the Federal Power Commission that six per cent was an 
appropriate amount to use on the company’s own funds 
than by any other single factor. 

• • • 

[8086] Mr. King: If your Honor please, while he is 
looking for that, I just wanted to state for the record 
that Mr. Eichhorn, the Secretary, and Mr. Bortner, the 
assistant secretary of the company, will be forced to be 
out of the hearing room tomorrow and Thursday due 
to the fact the company is having a board of directors 
meeting in New York. I previously stated these 
gentlemen, plus Mr. Chase and Mr. Wetzel, would be 
here all during Mr. Gunn’s cross examination. 

• • • 

[8308] Q. Did Penn Water incur expenses in connection 
with the issuance and sale of capital stock during the period 
from 1923 to 1935, inclusive? A. I don’t recall whether 
they did or not. 

Q. Is there any means available to you from which you 
can refresh your recollection at this time? 

• • • 

The Witness: Yes, I believe they did, Mr. Hall. 

By Mr. Hall: 

Q. Are those expenses included in your claimed cost? 
A. Yes, sir. 

Q. Why were these expenses incurred? A. Because 
they were organization expenses under the provisions of 
the road and equipment accounts of the I. C. C. 

Q. What is the total amount of those expenses which 
you have included in your claimed cost? A. Approxi¬ 
mately $82,000. 

Q. Do you claim the total of $82,000? A. Yes, sir. 
[8309] Q. And there is no elimination at all? A. Well, 
the total figure was greater than $82,000. The total figure 


Donald Gunn , Cross 


1151 


was $82,963.12. Of that we are claiming $81,906.59, and 
$1,056.53 was eliminated in connection with the original 
cost study. 

Q. Under what account have you classified your claim 
of $81,906.59? A. 301, I understand. 

Q. Mr. Gunn, in view of the fact that these expenses 
were incurred during the years 1923 to 1935, how can they 
be classified as organization expenses of Penn Water? 
A. To me they are proper when consideration is given to 
the fact that the Interstate Commerce Commission Account 
No. 71 is a part of the uniform system of accounts. 

Q. Doesn’t that organization expense account No. 71 
refer to organization expense at the time of the organiza¬ 
tion of the company? A. I don’t think it is limited to 
that. 

Q. What does “Organization” mean to you if it doesn’t 
mean organization in that sense? A. That is one form 
of it. 

Q. What is the other form you refer to? A. Issu¬ 
ance of additional stock, for example. 

Q. Doesn’t the account state, among other things, 
“This account shall include all fees paid to Government for 
[8310] the privilege of incorporation and office and other 
expenditures incident to organizing the corporation and 
putting it in readiness to do business”? A. It says that 
among other things. When you are increasing the capital 
stock of a company it seems to me you are increasing the 
scope of the corporation. In any event it was for that 

reason that I put it in this account. 

• • • 

[8312] By Mb. Hall: 

Q. Mr. Gunn, were any of the organization expenses 
amounting to $81,906.59 which you claimed incurred in con¬ 
nection with the organization of the corporation in 1910- 

A. No, not so far as I know. They were incurred in con¬ 
nection with the issuance of stock between the years you 
mentioned in your previous question. 




1152 


Donald Gunn, Cross 


Q. It is in no way related to the organization of Penn 
Water in 1910. Isn’t that right? A. It is the extension 
of the organization which was made in 1910. 

• • • 

By Mr. Hall: 

Q. Where does the phraseology contained in account 
71 cover extension of organization expenses? A. The 
whole of the account covers it. That seems to me to be the 
sense and intent of the account. 

Q. That is the way you interpret it? A. Yes. If I 
hadn’t I wouldn’t have put the money [8313] where it is. 

Q. Did you have any accounting assistance in reaching 
the interpretation you did? A. I probably discussed it 
with Mr. Eichhorn. As I recall the principal reason why 
I so classified it was because company counsel advised me 
that was proper. It was more of a legal matter than it was 
an accounting matter. As I recall it it was a rather com¬ 
plicated determination. 

• • • 

Q. Wasn’t an account in about the year 1909 opened 
up covering reservoir surveys ? A. I don’t recall whether 
there was or not. Regarding all of the land costs or reser¬ 
voir expense incurred after 1910 the company’s original 
post study was made under my supervision by Mr. Bortner. 
Mr. Bortner has been the company’s land and right of way 
agent for twenty years and he is thoroughly familiar with 
those items. I relied on Mr. Bortner’s judgment of those 
items and accepted his recommendations. I do not have 
before me any of the details of those land transactions. 
[8314] Q. Did you reach an independent conclusion as to 
those items? A. I accepted Mr. Bortner’s recommenda¬ 
tions. 

Q. That is unresponsive, Mr. Gunn. 

Did you reach an independent conclusion as to those 
items? A. I don’t know. I accepted Mr. Bortner’s rec¬ 
ommendations. You can call that whatever you please. 
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Trial Examiner: The question is what process 
did you go through after Mr. Bortner brought in his 
recommendations. Did you analyze it? 

The Witness : I reviewed them generally and accepted 
them. I don’t know what that constitutes. 

Trial Examiner: Did you check them? Did you 
check the details and processes by which he arrived at 
the conclusions? 

The Witness: I checked the principles he followed, 
but I didn’t undertake to check the details. Those land 
accounts, Mr. Examiner, represent thousands of transac¬ 
tions which took place over a period of thirty years, and 
it is a vast amount of detail. It was just wholly and com¬ 
pletely impossible for me to check the details or to have 
before me or in mind the details now. I don’t have them. 

• « • 

[8323] Q. Mr. Gunn, has Penn Water built any of the 
storage reservoirs contemplated in the 1910 and 1911 in¬ 
vestigations? A. No, sir. 

Q. Do they contemplate building the storage reser¬ 
voirs, building any storage reservoirs ? A. They have no 
specific plans for it. I don’t think you can properly say 
they don’t contemplate it, but at least they have no specific 
plans for it. 

• • * 

[8327] Q. Have you included in Penn Water’s original 
cost determination an amount representing the cost of 
study made in connection with the roller dam which the 
company at one time contemplated building? A. Yes, 
sir, I believe that is correct. 

Q. What is the amount of the claim? 

• • • 

A. About $4800. 

Q. What investigation was made in connection with 
the contemplated building of the roller dam? A. An en¬ 
gineering investigation to determine the feasibility of using 
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a roller dam to accomplish the same purpose that it was— 
that ultimately proved best accomplished by the flashboard 
system presently used by the company. 

Q. Isn’t it a fact Penn Water had dashboards before 
the initiation of this investigation? A. Yes, sir, but they 
were unsatisfactory and were [8328] causing the company 
a vast amount of trouble with the land owners adjoining 
the Holtwood project, and several law suits resulted. The 
Water and Power Resources Board was permitting them 
to operate their dashboards on temporary permits and re¬ 
quiring annual reports to see they did not infringe the 
public interest in the shape of the landowners, and it was 
just a generally unsatisfactory situation which the com¬ 
pany was required to correct. 

Q. What period did the investigation cover? A. You 
mean that part of it related to the roller dam? 

Q. Yes. A. The years 1914 to 1916, inclusive. 

[8329] Q. Did Penn Water expect to correct the unsatis¬ 
factory condition by the installation of roller dam? A. 
They made the investigation for the purpose of determin¬ 
ing if they could correct it that way. 

Q. Could not the roller dam aggravate the water situa¬ 
tion? A. No. 

Q. Aggravate it so far as the adjoining landowners 
were concerned? A. No, certainly not. If it had not been 
so expensive it would be an ideal solution for it. 

Q. How high did Penn Water contemplate building the 
roller dam? A. I don’t recall that detail but I suppose 
it was up to something like four, four-and-a-half feet. 

Q. Wasn’t it 15 to 20 feet? 

• • • 

The Witness: I don’t recall it was that high. They 
may have investigated up to 15 feet but I don’t recall in¬ 
vestigation going that high. However, they very well in 
connection with the investigation may have. 
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By Mb. Hall: 

Q. Wouldn’t a roller dam from 15 to 20 feet aggravate 
[8330] the situation with respect to the adjacent land- 
owners? A. If they hadn’t gone out and bought more 
land it might have aggravated the situation, that is if the 
company hadn’t done that. 

Q. That would be true even of a roller dam of 10 feet. 
Isn’t that so, Mr. Gunn? A. It might. I don’t have 
enough particulars concerning the boundaries of the com¬ 
pany’s land to determine that offhand. 

Q. To what account was the cost of this investigation 
charged on the books? 

• • * 

A. I think it was charged to account known as flash- 
board account originally, and in the reclassification it was 
charged to the dam account. 

Q. Originally wasn’t it charged to Main Dam and Hy¬ 
draulics, General Hydraulics? A. My records indicate, 
Mr. Hall, that $1695.09 of the $4819.02 was originally 
charged to general hydraulics. The remainder was orig¬ 
inally charged to Main Dam Account. 

[8331] Trial Examinee: That revises your statement 
about the flashboard account? 

The Witness: Yes, sir, I think so. The flashboard 
account itself is a part of the Dam Account. 

By Mb. Hall: 

Q. Where did you put it in the reclassification? A. 
In the Main Dam account. 

Trial Examiner: You kept it in the Main Dam ac¬ 
count then in your reclassification? 

The Witness: That is what happened in effect, yes. 

By Mb. Hall: 

Q. And the sub-account under the Main Dam account 
is Flashboards, right? A. Yes, sir. 
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Q. And it is in that acconnt that you included the 
claim? A. Yes, sir. 

Q. Does Penn Water propose building the roller dam? 
A. We have no specific plans for it at the moment. Penn 
Water might at some future time find it desirable to raise 
the Holtwood Dam, and in which event they might do it by 
building a roller dam. 

Q. What type, Mr. Gunn? A. Roller dam. 

Q. What type of roller dam? [8332] A. I don’t 
know. As I said, we don’t have any plans for it specifically. 

Q. Have you included in Penn Water’s original cost 
claim a contribution of $1,400 made by Penn Water to the 
building fund of the Holtwood Presbyterian Church in 
March of 1913? A. I think I have, Mr. Hall. 

Do you want to know why? 

Q. Yes. A. Yes, I included it there. 

Q. That was a contribution, right? A. Yes, sir. I 
don’t know—it is also sort of complicated. It was orig¬ 
inally planned by the company to deed the land on which 
the church was built to the trustees provided upon cessa¬ 
tion of its use as a church the property would revert to the 
company. 

However, the church rules prevented the deeding of it 
to the trustees. They couldn’t accept the property and the 
$1400 was used in the construction of the church, the title 
to which still belongs to Penn Water and Power Company. 

Q. That amount of $1400 never had been included in 
the Plant account until you made your reclassification, 
right? A. That is correct. 

Q. Where was it charged prior to that time? [8333] 
A. I think it was probably charged to Surplus back in the 
days when the original cost of the company’s property was 
not so significant as it is now. 

Q. What is the justification for capitalizing this con¬ 
tribution? A. Because it is a worthy expenditure for 
the House of God. 
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Q. Would you consider it a contribution made for the 
employees’ benefit or welfare? 

Mb. King: Contribution, did you say? 

Mb. Hall: Yes. 

The Witness: I should think that would depend, Mr. 
Hall, upon the quality of the church services rendered. 

• • • 


[8335] By Mr. Hall: 

Q. Mr. Gunn, did the original three-party agreement 
between Penn Water, Safe Harbor and Consolidated con¬ 
template the construction of the Riverside and Perryville 
Transmission Lines? 

• • * 

The Witness: I really don’t know, Mr. Hall. I am not 
sufficiently familiar with the power contract to answer that 
question. 

By Mb. Hall: 

Q. Can you obtain that information from one of your 
assistants? A. No, I don’t believe there is anybody here 
who has any familiarity with it. The power contracts in 
the company are the responsibility of Mr. Spaulding. I 
really couldn’t answer that question. 

Q. Do you know when Penn Water began acquisitions 
for that line? A. Which line? I think you mentioned 
three or four [8336] of them, didn’t you? 

Q. Both of them, construction of the Riverside and 
Perryville Transmission Line. 

In answering my question, Mr. Gunn, confine yourself 
to the Riverside Line. A. I am told the beginning of 
the acquisition of property on the Riverside Line was late 
In 1930. 

Q. What customers were to be served by that line? 
A. Consolidated Gas Electric Light and Power Company of 
Baltimore. 
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Q. When was it originally expected that the Riverside 
Line would be built ? A. It was originally expected that 
that line would be built immediately following completion 
of the Westport Line, perhaps in the latter part of 1931 
and 1932. 

Q. Why was it decided to defer construction of the 
line? 

• • • 

The Witness : I think perhaps there were several con¬ 
tributing factors, one of which was the economic situation 
which caused a decline in the load in Baltimore, and the 
other was the unexpectedly good service which was re¬ 
ceived out of the Westport Line. 

• • • 

[8338] Q. Had a part of the rights-of-way for the lines 
been obtained when the decision to defer construction was 
made? A. Yes, sir. 

Q. Why did Penn Water order the construction of 
seven tower foundations for the Riverside Line in 1932? 
A. Because at that time Consolidated Company was build¬ 
ing tower foundations adjacent to Logan Field for a line 
of their owm, and the construction of those foundations 
was quite complicated because of water conditions and re¬ 
quired rather extensive construction plant. It was known 
that while Consolidated had their construction plant there 
for building their foundations that it w T ould be cheaper at 
that time for them also to build Penn Water’s foundations, 

which were in the water area, and along Logan Field. 

• • • 

Q. When was the work on the foundations started? 

A. They were built in 1932. I don’t recall just what date. 

Q. Completed them in the same year? A. Yes, they 

were relatively short jobs. 

• • • 

The Witness: That is, Mr. Hall, they were completed 
as [8339] far as they were ever built. They were not com¬ 
plete foundations, as I understand it. 
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Q. Is it your understanding, Mr. Gunn, that five were 
completed, one partially completed, and one not con¬ 
structed? A. Yes, I believe that is the fact. 

Q. Why was the foundation work stopped? 

• • • 

The Witness: Because of complications which devel¬ 
oped with the authorities concerning the use of Logan Field. 
Logan Field is an airport within Baltimore, its only air¬ 
port. 

By Me. Hall: 

Q. What complications are you referring to now, Mr. 
Gunn? A. I don’t have in mind all the details of it, but 
the City of Baltimore was using Logan Field as an airport. 
At the same time it was building another airport. The con¬ 
struction of the airport then in progress kept progressing 
slower and slower as it went on, thus forcing the City to 
continue using the Logan Field location. 

The towers that the company had to construct in order 
to give sufficient ground clearance for the 230,000 volt trans¬ 
mission line conductors were such that they would obstruct 
the gliding angle of certain types of planes coming into 
and going out of Logan Field, and difficulty developed 
[8340] with the aviation authorities over that, and it led to 
the company’s halting the construction they then had in 
progress. 

Q. In 1937 when the Riverside line was finally built 
were all of the tower foundations built in 1932 used for the 
line? A. No, sir. 

Q. How many were not so used? A. The records 
I have before me indicate that four of them were not used. 

Q. How much did the unused foundations cost? A. 
About $3600. 

Q. Have these foundations ever been used by Penn 
Water for its transmission line? A. No, sir. By 
“These” you mean the ones I just mentioned—the four? 

Q. Yes. A. No, sir, they have never been used. 
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Q. Have those foundations been abandoned? A. I 
don’t know what you mean by abandoned. They have not 
been used. They never were used. I don’t understand 
quite what you mean by “abandoned.” 

Q. Does Penn Water have any plans for using those 
foundations? A. No, not so far as I know at the present 
time. 

Q. Was the cost of these abandoned foundations ever 
[8341] removed from the plant account? A. Certainly 
not. They were part of the cost of the Riverside line and 
a justified part of it, I may add. 

Q. They are not being used as part of the Riverside 
line. Isn’t that so? A. It doesn’t make any difference. 
It is still a justified part of the cost. Would you like to 
know why? 

Q. Yes, why? A. For the same reason the Federal 
Power Commission withdrew its suit in the case of the 
quarry land and agreed to the settlement of that case which 
the company had appealed to the Third Circuit Court. 

Q. Would you identify that case? A. That was the 
Safe Harbor Water Power Corporation’s appeal from its 
original cost case in connection with some land which was 
bought for use as a quarry and was not actually used as a 
quarry. 

Q. Can you refer us to any document which shows the 
reason why that appeal was withdrawn? A. I don’t re¬ 
call that there is any document, unless it would be in the 
Court record. However, I distinctly remember how it came 
about. It came about as a result of Mr. Milford Springer 
telling Commissioner Manley that it was impossible to de¬ 
fend the item, and Mr. Manley instructed counsel to get 
together with Safe Harbor’s counsel and [8342] com¬ 
promise the item and withdraw the suit. It was done. I 
participated in the conferences in which that was accom¬ 
plished. 

Q. Is the item to which you referred discussed in Opin¬ 
ion No. 18, or was it settled off the record? A. No. As 
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I recall it I believe the items certainly, when they were 
disallowed as cost, were discussed in the Commission’s 
Opinions. 

The settlement, however, was accomplished by some 
sort of a legal instrument which was drawn up between 
Mr. Hambright representing Safe Harbor Water Power 
Corporation and a member of the Commission’s legal staff. 

Q. At least in your opinion, Mr. Gunn, the reasoning 
used with reference to the quarry site allowance justifies 
your inclusion of the four abandoned foundations—right? 
A. Yes, sir. 

• • • 


[8343] By Mr. Hall: 

Q. Isn’t it a fact, Mr. Gunn that the unused towers 
represented only a temporary location and special permis¬ 
sion was secured from the Dundalk Company, in July 1932, 
to locate these towers temporarily on their lands until a 
more direct route could be taken? 

Mr. King: When you say “towers” you mean 

tower foundations? 

Mr. Hall: Yes. 

The Witness: Yes, it is my understanding that is a 
a fact. 

By Mr. Hall: 

Q. Do you know why Penn Water was temporarily 
unable to use the direct lines? A. Yes, because they ob¬ 
structed the runway of the Logan Field airport. 

• • • 

Q. Didn’t Penn Water expect conditions to change to 
allow it to build a more direct line and because of that fact 
secured only temporary permission? A. Yes, that was 
the explanation I gave you earlier when I said the City of 
Baltimore had under construction another airport and ex¬ 
pected to abandon the use of Logan Field. 
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[8344] Q. Did Penn Water retain the crossing permit over 
Bull Neck Creek required for the more direct line? 

• • • 

The Witness: It is my understanding, Mr. Hall, that 
we retained the permits but they had a date limitation in 
them and it was necessary later to extend them. 

By Mb. Hall: 

Q. Did conditions change to enable Penn Water to use 
a more direct route? A. Yes, sir. 

Q. Isn’t it a fact that of the foundations planned for 
the Riverside line, Penn Water in 1932 built only those 
which it knew might become unnecessary? 

• • • 

The Witness: No, I don’t think that is a fact. 

By Mb. Hall: 

Q. What other ones did they build? 

• • • 

A. Towers 271, 272 and 278, the foundations for which 
[8345] were built at that time, and subsequently actually 
were used in the line. 

Q. But at the time they built those three additional 
ones they knew they might not be used. Isn’t that so? 
A. No, they expected to use them temporarily. There is 
nothing unusual in the procedure. That may frequently 
happen. 

• • • 

[8377] Q. Why in your opinion should the project bear the 
cost of the financial reorganization as a cost of construc¬ 
tion? A. Because it was unavoidable expense in the 
creation of the enterprise, each and every dime of it. 

Q. Would you have treated it differently if it had been 
an avoidable expense? 

• • • 

The Witness: I don’t know what I would have done 
with it. I can’t conceive of anything like that happening 
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if it were avoidable. People just don’t put corporations 
through bankruptcy and lose their opportunity to be com¬ 
pensated for their work for fun. 

By Mb. Hall: 

Q. Why in your opinion should the project bear the 
cost [8378J of the foreclosure and sale? A. For the 
same reason I gave you in answer to the previous ques¬ 
tion. 

[8379] Q. Mr. Gunn, in what sense did you use the word 
“unavoidable” a few moments ago? A. In this sense: 
That McCall Ferry was organized by thoroughly capable 
people in every department of its business. It was advised 
by the most eminent engineers in the country. It had 
capable people in every branch of it. The failure and the 
bankruptcy was, in my opinion, the result of the financial 
panic in 1907, and it was thus caused by something beyond 
the control of good management. 

Q. Would McCall Ferry Power Company have had to 
worry about the financial panic if they had initially made 
proper financial arrangements? A. They did initially 
make proper financial arrangements. 

Q. Did they make arrangements which were sufficient 
to carry out the construction? A. No, sir, because after 
the financial arrangements were made the plan for de¬ 
velopment of the project was changed so as to increase 
the output of the plant. 

Q. Assume they knew that they needed more money 
to carry out their plans and made the arrangement then, 
would the financial panic have caused McCall Ferry any 
concern? A. If you assume also that they could have 
done it at that time, a fact which I doubt. 

[8381] By Mb. Hall: 

Q. Mr. Gunn, have you included in your original cost 
claim the overhead during the period of suspension from 
November 1, 1907, to September 1, 1909, as well as other 
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expenses incurred because of the work suspension? A. 
Yes, I computed all the costs incurred during that period. 
I don’t agree that is the cessation period, of course. 

Q. Why didn’t you exclude the overheads applicable 
to that period? A. For the same reason I didn’t exclude 
the reorganization expense. 

Q. Did you make any investigation of these overheads 
to determine which, if any, were the direct result of con¬ 
struction activities? A. I don’t recall that I did. 

May I have the last question, please? 

(Question read.) 

The Witness: I think I will have to modify the last 
answer. Of course, I knew the character of the expenses 
during that period, and I am aware that there were ex¬ 
penses of Hutchinson, Cooper, and Sanderson and Porter 
included in there. Of course, they would be related to con¬ 
struction. However, I didn’t make a separation and treat 
one category of expenses in one way and another category 
another way. [8382] I treated all the expenses the same. 

By Mb. Hall: 

Q. That is as construction costs? A. Yes, sir. 

Q. You have capitalized all overheads prior to No¬ 
vember 1, 1907, right? A. Yes, sir. 

Q. And you have capitalized all overheads from Sep¬ 
tember 1, 1909, to January 1, 1911, right? 

• • • 

The Witness: You mean January 1, 1911, or October? 
By Mb. Hall: 

Q. Will you give that explanation? A. Yes, and 
also we capitalized the overhead from January 1, 1911 to 
the date of beginning of commercial operation, which is 
October 1, 1911. 

Q. In addition to what you have just stated you have 
capitalized overhead during the cessation period from No¬ 
vember 1, 1907, to September 1, 1909, right? A. Yes, 
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that is correct, such overheads as were incurred during that 
period. 

# • • 

The Witness: Capitalized overheads during that 
period, [8383] of course, Mr. HalL I disagree with the 
characterization of the period. 

By Mb. Hall: 

Q. Assume, Mr. Gunn, that Penn Water were to begin 
today to construct an additional hydro unit and stopped 
work when it was 80 per cent complete. Do you think that 
it would be proper to capitalize overhead until such time as 
the unit was finally completed? A. That would depend 
on the circumstances, what caused them to cease construc¬ 
tion, how long construction ceased, and it would depend 
on all sorts of things you have not included in your ques¬ 
tion. I couldn’t answer that question. 

Q. What percentage of overheads does Penn Water 
use in making retirement on its books? A. For the 
period prior to 1924 the company uses 25 per cent, and 
since 1924, when the job order system came into effect, the 
company uses whatever amount the job order on which 
the property was installed shows. 

• • • 

[8384] By Me. Hall: 

Q. When Penn Water retires property constructed 
prior to 1924, does Penn Water still use an overhead per¬ 
centage of 25 per cent? A. I believe they do. 

• • • 

Q. Had the project been completed without suspen¬ 
sion of work the overheads would have been paid during 
such shorter period. Isn’t that so? 

• • • 

The Witness: Yes, if by “overheads” you are refer¬ 
ring to the whole list of periods that we have just pre¬ 
viously discussed. I think that is rather obvious. 
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By Mr. Hall: 

Q. Why did you capitalize the general office salaries 
and general office expenses paid during the period of cessa¬ 
tion? A. For the same reason I gave you in connection 
with [8385] the bondholders’ expense. It was a necessary 
and unavoidable expense of creating the enterprise. 

Q. You don’t mean creating, do you, Mr. Gunn? A. 
Well, it seems to me that is the proper description. Build¬ 
ing the project, if that is better. I have used the word in 
a general sense. 

Q. The general office of McCall Ferry and its em¬ 
ployees were located in New York City, right? A. I be¬ 
lieve that is correct, but not all of its employees by any 
manner of means. Most of McCall Ferry employees were, 
of course, located in Holtwood. 

Q. That was the construction crew, right? A. Con¬ 
struction and some supervisory, I think. 

Q. Is it your view that the retention of Mr. Baraum, 
the Treasurer, of Messrs. Foote, Hinton or Sillick, Ac¬ 
countants, who remained on the payroll after the project 
work was closed down, lessened the time necessary to com¬ 
plete the project when it was finally reopened at the end 
of August, 1909? 

• • • 


[8386] The Witness: Yes, I should assume it did if the 
bookkeepers were busy. 

By Mb. Hall: 

Q. How did their retention shorten the later construc¬ 
tion period? A. To the extent that they did any work 
that much work was not necessary to be done later. Of 
course, you know Mr. Barnum was not the bookkeeper. He 
was a lawyer. 

Q. He was the Treasurer; right? A. Yes, sir. 

Q. What work did these individuals do which shortened 
the later construction period? A. I don’t know. 
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Q. Will you describe any expenditure charged to 
general office salaries or expenses during the period from 
November 1, 1907 to July 17, 1909, which was made and 
represented direct construction costs? 

• • * 

The Witness: Mr. Hall, in that question you are still 
referring to the three bookkeepers and the lawyer, are 
you? 

By Mr. Hall: 

Q. Any expenditure charged to general office salaries 
or expenses? A. I would say that Mr. Hutchinson’s 
efforts contributed [8387] to the construction of the project 
and I would say, also, that these three bookkeepers to the 
extent they were busy were either catching up on their past 
work related to construction or doing work which would 
otherwise have had to be done at some other time. 

Q. To what extent were they busy? A. Well, I 
wasn’t there, Mr. Hall. But with the company in the 
financial situation McCall Ferry was in I certainty don’t 
assume they were wasting money on salaries for people not 
to do anything. 

Q. To what extent was their work in arrears? A. I 
don’t know. 

Q. As a matter of fact, Mr. Gunn, you don’t know that 
it was in arrears—right? A. No, I am just assuming 
that there was some reason for McCall Ferry keeping them 
on the payroll and, being bookkeepers there would have to 
be some sort of work of that sort for them to do. 

Q. What did Mr. Kirkland, Mr. Pender, Mr. Deutzman, 
or the clerical help do in actual construction during the 
period of cessation? 

• • • 

The Witness: I think Mr. Kirkland, and perhaps Mr. 
Pender, were working on the plans and designs and per¬ 
fecting [8388] those which we discussed the other day, and 
certainly for a considerable part of that time, during the 
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tailrace work, the bookkeepers were probably keeping the 
books because there was a considerable volume of work 
which went on, if you recall. You have included that within 
your period. So I suppose everybody was engaged on that. 
If you recall, during that period of time, Mr. Hall, the pay¬ 
roll of McCall Ferry Power Company ran up to in excess 
of $30,000 a month. 

By Mr. Hall: 

Q. The three men I named, Mr. Gunn, were not directly 
engaged in construction work—right, during the period? 
A. I believe Mr. Kirkland certainly was. They were not 
actually out excavating the rock. Mr. Kirkland was an 
engineer and certainly active in the design of the plant. 
Mr. Pender was secretary and treasurer and also an elec¬ 
trical engineer. 

Q. Those three individuals were not in direct super¬ 
vision of the construction work—right? A. They cer¬ 

tainly had responsibility in connection with the completion 
of the designs. There is no question about that. 

Q. Inasmuch as those three individuals were located in 
New York how could they have been in direct supervision 
of the construction activities? A. I didn’t say they were 
in direct supervision of the [8389] construction activities. 
I said they had duties in connection with them and they had 
duties in connection with the design. It is my understand¬ 
ing designing was actually done in New York. 

Q. What was the nature of the duties of these three 
individuals? A. I imagine the ordinary duties of an 
engineer supervising design. I was located in Baltimore 
during the design and construction of Safe Harbor. I was 
working on it. It is not necessary you be sitting on top of 
the project to have something to do in connection with it. 

Q. The fact is, Mr. Gunn, you don’t know the specific 
nature of the duties these three individuals were perform¬ 
ing during the period of cessation. Isn’t that so ? A. All 
I know about it is what is in the Exhibit 27 and Exhibit 26, 
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and the fifteen filing cases, all of which have been available 
to the Commission Staff for the last two and a half years. 

Q. Did the retention of the three individuals on the 
payroll decrease the time necessary to complete the project 
when it was finally reopened at the end of August, 1909? 
A. I am very sure it did. 

Q. How much time did it save? A. I don’t know 
how much time quantitatively, but it obviously saved time. 
[8390] Q. What makes it so obvious that they did? A. 
Because they were completing the designs of the power¬ 
house and they had duties in connection with the tailrace 
excavation. 

Q. I thought you stated a few moments ago that you 
did not know the exact nature of the duties performed by 
those three individuals? A. That is another matter. 
When you stick the word “Exact” in there I obviously must 
say I don’t know. But I didn’t say, and that doesn’t mean, 
I had no knowledge at all. 

Q. What designs were these three individuals complet¬ 
ing? 

• • • 

The Witness : Mr. Hall, I have before me a tabulation 
showing the details of work that was done between those 
dates which was in the nature of engineering design which 
is made up of several columns, one of which is headed with 
the word “By” and immediately below appears H. L. C., 
which refers to Hugh L. Cooper. That fact indicates that 
all of these drawings on the first 4 pages were started by 
Cooper’s organization, and that column may be eliminated 
in copying this. 

There is another column headed “Penn Water and 
Power Company” in which is contained Penn Water and 
Power Company’s drawing numbers set opposite the draw¬ 
ing numbers of McCall [8391] Ferry Power Company. I 
think the Penn Water and Power Company drawing num¬ 
bers for this purpose is without significance and also may 
be eliminated. 
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Mr. Hall : I suggest, Mr. Examiner, that with the 
elimination of the two columns referred to by the 
witness the schedule referred to, consisting of six 
pages, be copied into the record as if read. 

• • • 


(The pages referred to are as follows): 

[8392] McCall Ferry Power Company Drawings 
November 1, 1907 to December 31, 1909 


Number 

McF.Co. Dale 

Title 

Revision 

552 

2-14-07 

Details of ice chute. 

7- 9-08 

579 

3-13-07 

Details of recess for upper 


582 

3-18-07 

draft tube casting. 

Details of recess for turbine 

8-17-08 

586 

3-18-07 

thrust bearing. 

Details of thrust bearing cham¬ 

7-13-08 

630 

4-25-07 

ber showing castings in place 
drainage, etc. 

Manhole between each of main 

8-14-08 

632 

5- 3-07 

units. 

Cross sec. of substr. at M. TJ. 

8- 3-08 

645 

5-18-07 

showing spaces to be filled in 
when wheels are installed. 
Detail P. H. substr. through 

8-20-08 

655 

5-22-07 

exciter units. 

Plan and profile of tailrace. 

7-18-08 

656 

5-23-07 

Cross sec. of tailrace. 

3-20-08 

660 

5-28-07 

Plan of center line of canal 

7- 7-08 

661 

5-27t07 

below weir. 

Cross sec. at main power unit 

7-18-08 

675 

6- 1-07 

showing superstructure. 

P. N. Cross sec. of substr. at 

7-21-08 



M. U. #1 to 7, Inc. 

7-25-08 




Donald Gunn, Cross 


1171 


Number 




McF.Co . Date 

Title 

Revision 

676 

[8393] 

5-28-07 

Position of transf. with refer¬ 
ence to tail water discharge 
and construction bridge. 

7- 6-08 

756 

8-12-07 

P. H. Super-Cone. out. and de¬ 
tails of openings wall below 
gen. room and gate house. 

7-15-08 

765 

8-20-07 

P. H. super, detail of end walls 
river end. 

7- 7-08 

771 

8-26-07 

Details of main side walls, 
gate house. 

7-20-08 

773 

8-26-07 

Shore end of P. H. showing 
fishway location. 

7-20-08 

774 

8-26-07 

Details of east end of P. H. 
from center line of Unit #10. 

7-20-08 

779 

9- 3-07 

Details of south wall of gen. 
room from El. 130.00 to 191.50 
between transf. house and 
shore end. 

9-21-08 

782 

9-10-07 

Details of stop log gallery and 
substr. of transf. house. 

4-21-08 

9-22-08 

785 

9-10-07 

P. H. super, details of end 
walls (shore end). 

6-18-08 

7-18-08 

786 

8-11-07 

P. H. super, detail of wall 
below EL 191.50 south side of 
gen. room transf. house to 
river end. 

7-26-08 

788 

9-18-07 

Details of coping river end of 
P. H. 

7-20-08 

794 

9-19-07 

Steel for window frames 1st 
and 2nd floors, transf. house. 

7-21-08 

796 

9-23-07 

Steel for frames shore and 
river ends. 

7-21-08 
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Number 

Me F. Co. Date 

Title 

Revision 

797 

9-25-07 

Details of coping shore end of 
P. H. 

9-21-08 

811 

10- 4-07 

Details upper end of fishway. 

7-20-08 

854 

10- 1-07 

Details of windows. 

7- 1-08 

[8394] 

872 

11-19-07 

Sketch showing hook for 100 
ton traveling crane. 

7- 1-08 

878 

12-12-07 

Longitudinal profiles under 
dam, showing rock bottom as 
prepared to receive concrete. 


904 

1-28-08 

Track crossing over perma¬ 
nent R. R. cut. 


905 

1-24-08 

Preliminary location of en¬ 
trance R. R. into P. H. 


906 

1-24-08 

Profile and sections of pro¬ 
posed permanent line from 
P. H. to P. R. R. 


909 

2- 7-08 

River end wall of transf. house. 

4- 1-08 
6-18-08 

915 

2-19-08 

Transf. house south wall river 
end. 

Obsolete 

918 

2-21-08 

Transf. house south wall 
(shore end). Super, by 259 A 2546 

919 

2-24-08 

Details of coping for river end 
of transf. house. 

4- 1-08 
6-18-08 

944 

4-10-08 

Sketch plan concrete east of 
No. 10 unit. 


1011 

5-23-08 

Details of cone, piers on top of 
cribs—ice protection. 


1018 

6-16-08 

Cross sec. of M. U. showing 
opening in concrete for sup¬ 
porting ring brake arms and 
cylinders, conduit pipe for 
handling operating shaft. 

8-15-08 
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Number 

McF.Co . Dale 

Title 

Revision 

1019 

6-19-08 

Ice protection, gen’l. details 
of boom. Super, by 4287 

1020 

6-23-08 

Sketch showing arrg’t. of 
trolleys and tracks for tailbay 
stop log hoist. 


[8395] 

1030 

7- 9-08 

Details of ice chnte tunnel and 
foot bridge at shore end of 

P. H. Super, by 239 A 2470 

1032 

7-13-08 

Details of stop logs for ice 
chutes at shore end of P. H. 

Obsolete 

1033 

7-20-08 

Sectional plan of P. H. at EL 
138.50. 


1049 

7-23-08 

P. H. plan and El. 


1050 

7-25-08 

Steel for window frames 1st 
floor transf. house. 


1052 

7-29-08 

Drainage System of P. H. 


1057 

8-22-08 

Air line as constructed. 


1058 

8-31-08 

Sketch showing expansion 
joints and revised arches for 
deflecting dam. 


1059 

9- 4-08 

Sketch showing Reinf. of De¬ 
flecting Dam. 


1061 

9- 3-08 

Present contour of rock fill 
dam. 


1062 

9- 3-08 

Progress curves of work on 
Cully’s cut. for June, July 
and August, 1908. 


1063 

9-21-08 

Progress Curves of work on 
Cully’s cut. 1908 total organi¬ 
zation. 


1066 

10- 6-08 

Gauging of Susquehanna River 
at McCalls Ferry. 
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November 1,1907 to December 31,1909 


[8396] 


Number 

Sanderson 

db Porter Date Title Revisions 


46B33 


46 B 37 


46 B 46 

46 A 24 
46 B 42 


7-15-08 Plan of floor El. 151.0 and 
Rheo. Gallery shore end show¬ 
ing conduits. 

1-25-08 Plan of Floor El. 151.0 and 
Rheo. Gallery River end show¬ 
ing conduits. 


3- 20-08 Transf. pocket oil drains, plan 

and details locker rm., H-l-H- 
2 & L Transf. 

4- 8-08 Cross section of transf. 

house, generating station 
2-24-08 Detail of barriers for 11,000 
V cables between 1st and 2nd 
floors. 

1- 2-08 Arrg’t. feeder panel for 
cranes 

Diagram of connection of Sta. 
S & P circuits. 

10-15-08 Switchboard for station light 
and power. 


3-14-08 

6-15-08 

10-24-08 


3-14-08 

6-11-08 

9-14-08 

10-24-08 


Obsolete 

Obsolete 

Tracing 

Missing 

Super. 
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Number 
Empire Const . 
Company Date 


4 

11- 4-09 

5 

11- 6-09 

6 

11-20-09 

7 

11-25-09 

8 

12-20-09 

10 

2-12-10 

11 

2-18-10 

12 

2-25-10 

3 

10-28-09 

— 

1-29-10 

— 

1-15-10 

1 

10-11-09 


2 


Title Revisions 

Centers for wheel chambers. 

Plan of east end of P. H. 

Concrete piers on top of 
center cribs, ice protection. 

Abutment main dam and 
P. H. 

Man hole for main unit. 

Windows transf. house. 

So. wall transf. house above 
EL 151.0. 

Plans of river and transf. 
house. 

York Co. abutment of main 
dam. 

South wall transf. house be¬ 
low EL 151.00. Super, by 

259 A 2545 

South wall transf. house be¬ 
low EL 151.00. Missing 

Jan., 1927 

Plan & details of stoplog 
gallery. 

Side Elev. pressure and Pro. 
cableway Charlestown, Md. 


[8398] By Mr. Hall: 

Q. Mr. Gunn, isn’t it a fact that all the drawings de¬ 
scribed in your answer represent drawings prepared by 
H. L. Cooper’s organization in New York? A. Those on 
the first 4 pages were started by Hugh L. Cooper’s or¬ 
ganization, those on the 5th page were started by Sander- 
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son & Porter and those on the last page by Empire Engi¬ 
neering Corporation. 

Q. And the revisions to Cooper’s drawings were done 
by Cooper’s organization as well? A. Yes, under the 
supervision of the individuals we have been talking about 
in McCall Ferry Power Company. 

Q. Were Messrs. Kirkland, Pender and Deutzman in 
Cooper’s New York office? A. No, sir. They were 
officials of McCall Ferry Power Company. In referring 
.to their supervising and coordination of the completion of 
these drawings I am referring, of course, to Kirkland and 
Pender. This other name you mentioned, Deutzman, I don’t 
recognize. I don’t know whether or not he was even an 
engineer. 

Q. What connection did Kirkland and Pender have? 
A. Cooper’s New York office was doing the engineering 
work on McCall Ferry project and Kirkland was vice- 
president and general manager. Pender was secretary and 
treasurer. 

Q. Did either of those gentlemen supervise Cooper’s 
work? A. Depends on what you mean by supervision. 
In the sense I have used it they did. 

[8399] Q. In what sense did you use the word *‘ super¬ 
vision”? A. That they exercised general approval over 
the results of engineering designs made by Cooper, just 
like the officer of any other corporation would exercise 
general approval over the work of a contractor he em¬ 
ployed. 

Q. What documentary evidence, Mr. Gunn, can you 
point to in order to substantiate the statement that Kirk¬ 
land and Pender supervised Cooper’s New York office? 
A. I haven’t said they supervised Cooper’s New York 
office, Mr. Hall. 

Q. The design work of that office. A. I didn’t say 
they supervised the design work of it. I have told you what 
they did. The documentary evidence is the fact that Kirk- 
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land was vice-president and general manager of McCall 
Ferry Power Company. 

Q. And everything else that you have stated you infer 
from that! A. There might be some more evidence in 
the fifteen filing cases. 

Q. You don’t know of any that you can point to at 
this time, do you? A. I don’t have any in mind at the 
moment. It would take a search of those records. I think 
it is obvious somebody had to do the job and we might be 
able to find some more evidence if it is that important. 
[8400] Q. You thought these two individuals, Kirkland 
and Pender, did it? A. I thought they did it. 

Q. Yes. A. Yes, sir. It is just a necessary function 
which must be performed. It never occurred to me to 
question whether or not they did. 

• • • 

By Mr. Haul : 

Q. Wasn’t Mr. Parsons the head of Cooper’s New 
York organization? A. I don’t know. There is no 
question—if this is what is troubling you—there is no con¬ 
ceivable question but what Mr. Cooper had a supervisor in 
his New York office. There is also no question in my mind 
but what the officers of McCall Ferry Power Company had 
a function to perform in connection with Cooper’s design. 
These were the officers and the function is obvious. By 
‘‘these” I mean Pender and Kirkland. 

[8401] Q. Why is there no question in your mind that Kirk¬ 
land and Pender had a function to perform in connection 
with the drawings prepared by Cooper’s organization? 
A. Because I have been practicing engineering for 25 years 
and I know that such functions are necessary. 

Q. And you have assumed that that was the case with 
Kirkland and Pender back in the period of cessation— 
right? A. I think it is more than an assumption. I am 
pretty sure the sun rose back in 1910, but I don’t think 
that is an assumption. I can’t prove it with any docu¬ 
mentary evidence in the fifteen filing cases. 
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Q. Isn’t it a fact that Kirkland left McCall Ferry 
Power Company in February of 1908 because there was 
nothing more for him to do? A. I believe it is a fact 
he left then. I don’t know what the reason was. 

Q. Mr. Gunn, did the retention of the engineering ex¬ 
perts on the payroll decrease the time necessary to com¬ 
plete the project when it was finally re-opened at the end 
of August of 1909? 

• • • 

[8403] The Witness: It is my opinion that it did. 

By Mb. Haul : 

Q. How did their retention decrease the time necessary 
to complete the project? A. By reason of the work they 
performed which we have just been discussing. 

Q. How much time was saved? A. I don’t know. 

Q. Isn’t it a fact that Mr. Value, Mr. Cooper’s repre¬ 
sentative, left the job and Mr. Goodwin was placed in 
charge of the tailrace excavation in 1908? A. I believe 
that is correct. 

Q. And isn’t it a fact Mr. Goodwin’s salary was paid 
by McCall Ferry Power Company, whereas Mr. Value, if 
he had stayed, would have been paid by Cooper out of his 
personal fee as manager of the hydraulic construction? 

• • • 

The Witness: I think we will have to break that down 
or have an explanation of it. It is true that Mr. Value, as 
long as he was needed at the project, was to be paid out of 
Mr. Cooper’s fee. It is also true that Mr. Goodwin was 
always Mr. Value’s assistant and always had been paid by 
McCall Ferry Power Company. When he did the tailrace 
work he continued to be paid by McCall Ferry Power Com¬ 
pany. 

[8404] By Mb. Hall : 

Q. But he performed the functions Mr. Value would 
have performed had he remained? A. No. 
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Q. What additional function did he perform? A* 
"What additional function? 

Q. "What different function? A. Mr. Value was a 
man of such capability he was not needed for the tailrace 
work. Mr. Goodwin was perfectly capable of supervising 
it. 

• • • 

[8429] By Mb. Hall: 

Q. Mr. Gunn, isn’t it a fact that the hydraulic depart¬ 
ment of McCall Ferry had its own bookkeeper, timekeeper, 
storekeeper, clerks, engineers, draftsmen and foremen at 
McCall Ferry? 

• • • 

The Witness : It is a fact they had engineers, drafts¬ 
men and foremen, but it is my understanding that the books 
of accounts of McCall Ferry Power Company were kept by 
Sanderson and Porter under their contract, and they were 
compensated on a cost-plus basis for keeping the books. I 
believe you will find that in Sanderson and Porter’s con¬ 
tract. It very well may be true that the hydraulic depart¬ 
ment, which was Cooper’s organization, may also have 
had some bookkeepers and timekeepers. That detail I don’t 
recall 

By Mr. Hall: 

Q. As well as storekeepers and clerks? A. Yes, I 
should think they would have had to have some store¬ 
keepers and clerks to cover their part of the work. 

Q. Isn’t it a fact that the hydraulic department had its 
own New York office with a bookkeeper, purchasing agent, 
[8430] engineers, draftsmen, clerical and stenographic 
help? A. I don’t quite understand your question, Mr. 
Hall. The hydraulic department was Hugh L. Cooper, as 
I understand it. 

Q. Yes. A. Hugh L. Cooper did have a New York 
office. I don’t understand that he had a separate New York 
office for the McCall Ferry Power Company project. It is 
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undoubtedly true that in his New York office he had some 
clerks and bookkeepers. 

Q. Isn’t it a fact that Mr. Goodwin’s salary and ex¬ 
penses and the salary and expenses of his assistants are 
charged to the hydraulic department accounts? A. Yes, 
sir, that was in accordance with Cooper’s contract for the 
construction of the project. 

Q. Isn’t it a fact that the preparatory work on the tail- 
race did not commence until May of 1908 and was finished 
on October 15,1908? 

• • • 

The Witness: That is substantially correct, although 
I would say the preparatory work began sometime during 
the month of April and was finished about October 15. 

Mr. Hall, in answering that previous question I under¬ 
stood you to be referring to the resumption of work on the 
tailrace. Of course, the tailrace work had been started by 
Kerbaugh [8431] earlier. 

By Mr. Hall: 

Q. That is right. A. And the date you gave me in 
your question indicated you were referring to the resump¬ 
tion of work on the tailrace in 1908. 

Q. That is correct. 

So that the men were not engaged on construction work 
during the period of cessation prior to April, 1908 or after 
October 15,1908. A. That depends upon what you refer 
to by construction work, Mr. Hall. I interpret the general 
term “construction work” when referred to a project to 
include all work on it, including the engineering design and 
all other functions in connection with it. 

Now, if you are limiting your term of construction 
work merely to the work of laborers doing such things as 
excavation and pouring concrete, installation of machinery 
and work of that sort, if you so limit it then I believe that 
is substantially correct. 
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[8432] By Me. Hall: 

Q. Did the treasurer have a separate office in New 
York at 62 Cedar Street? A. I really don’t know, Mr. 
HalL I don’t recall. 

Q. Where was the treasurer’s office? A. I don’t 
recall. 

Q. It was located in New York, wasn’t it? A. I be¬ 
lieve it was. 

Q. Hutchinson and Dimock and their assistants had an 
office in New York at 60 Wall Street. Isn’t that so? A. 
Hutchinson had an office in New York somewhere. I don’t 
know whether it was at that address, and I don’t under¬ 
stand that Hutchinson’s office had anything to do with 
Dimock’s office. Hutchinson was a consulting engineer in 
New York and had a consulting engineer’s office there. I 
was never aware that it had any connection with Dimock 
or anybody else. 

Q. Cooper and his assistants had an office in New York 
which was charged to the McCall Company. Isn’t that so? 
A. No, I don’t think that follows: It is true that Cooper 
did have, he and his assistants did have, an office in New 
York, but it is my understanding that their sole business at 
that time was not work they were doing on McCall Ferry 
project, and therefore I don’t assume that all of Cooper’s 
New York expense was charged to McCall Ferry project. 

Q. Didn’t the McCall Ferry Power Company pay the 
office [8433] rent for Cooper’s New York Office? A. I 
don’t know. They may have paid a part of it. I don’t 
think it follows they necessarily paid it all. I think it would 
have been perfectly proper for them to pay a part of it, a 
proper part of it. They had to have some place to house 
the personnel in New York which Cooper was employing 
on the McCall Ferry project. 

Q. Did I correctly understand you to say, Mr. Gunn, 
that Cooper had a New York office which was engaged on all 
Cooper’s work? A. That was my understanding of it. 
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Cooper was a consulting engineer and maintained a per¬ 
manent office in New York. 

Q. Cooper also had a local hydraulic office at McCall 
Ferry which was charged to the project—right? A. He 
had some personnel there. I don’t know whether you would 
call it an office or not. He had the men who were reporting 
to Mr. Value and to Mr. Goodwin. I would suspect he had 
several engineers there. A project of that magnitude would 
require the services of several engineers, a surveying 
corps, and numerous other technical personnel. 

Q. Sanderson and Porter had an office in New York 
which made charges to the project. Isn’t that so? A. 
I assume they did. I think their contract provides that they 
would have to cover their scope of the work as covered by 
their contract. 

[8434] Q. As a matter of fact, until September 1, 1906, 
Sanderson and Porter acted as accounting managers and 
kept books of the McCall Ferry Power Company. Isn’t 
that so? A. That is my understanding. 

Q. What other offices did McCall Ferry project sup¬ 
port? A. I don’t quite understand that question, Mr. 
HalL 

Q. The same types of offices we have been discussing. 
A. I suppose they had any other offices they needed in con¬ 
nection with the project, but I don’t recall offhand. As a 
matter of fact, I don’t think it can properly be said they 
supported the ones we have been talking about, unless you 
are using 4 ‘support” in the sense I have limited it in my 
answers. 

Q. Did Cooper complete all the work he undertook in 
his contract with McCall Ferry Power Company? A. 
No. 

Q. As a matter of fact, Empire Engineering Corpora¬ 
tion completed the hydraulic construction started by Cooper 
and received a fee of $60,000 for so doing. Isn’t that so? 
A. They completed what Cooper had not finished. 

Q. Yet Cooper also received his full fee of $130,000 
without deduction for the work he did not complete—right? 
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A. I believe that is correct, because be was able to demon¬ 
strate that he was in a position to fulfill the contract. Mc¬ 
Call Ferry was not in a position to do it, and as I recall it 
Cooper threatened to sue them for it. In any event they 
[8435] felt it necessary to pay the man. 

Trial Examiner: When did he threaten to sue? 

Do you remember? 

The Witness : It was after the project was in financial 
difficulties. 

May I check that? 

He threatened to file a suit in October, 1908. His claim 
was based upon this fact, Mr. Examiner: His contract called 
for certain payments if he would complete his work by a 
certain date, that is the part of the work covered by his 
contract. At the time McCall Ferry Power Company got 
into financial difficulties, Cooper’s work was so far ad¬ 
vanced it was perfectly obvious that he, on his part was 
capable of completing it. It was on that basis that they 
were forced to settle and make the payment to him. 

By Mr. Hall: 

Q. Do you know how much of Cooper’s fee is applicable 
to the work he did not complete? A. None, obviously. 

Q. Isn’t it a fact that Cooper’s fee covered only his 
and Value’s supervisory services with all salaries and ex¬ 
penses in connection with preparation of plans or construc¬ 
tion work being paid by McCall Ferry? 

• • • 

[8436] The Witness: Yes, I believe that is correct, Mr. 
Hall, if you interpret the word “salary” as being Cooper’s 
total remuneration. 

By Mr. Hall: 

Q. The cost of preparing plans is included in the 
hydraulic department expense, is it not? A. Yes, all of 
the costs of preparing plans except Cooper’s and Value’s 
supervision of it. 
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Q. Preparation of plans did not necessitate closing 
down the project? A. No. 

Q. Did Sanderson and Porter complete the work they 
had contracted to do for their fee of fifty thousand dollars? 

• • • 

The Witness: They completed the drawings, which 
was a part of their contract, but they did not complete the 
installation of machinery, which also was a part of the 
contract. 

By Mr. Hall : 

Q. Isn’t it a fact that the installation of the electrical 
work had not even begun when work was suspended on No¬ 
vember 1, [8437] 1907? A. That is substantially cor¬ 
rect. 

Q. And a large part of the material and equipment had 
not even been ordered. Isn’t that so? A. No, I don’t 
think that is quite so. As a matter of fact, as I recall it, 
the majority items of equipment and material, which are 
the great bulk either dollarwise or any other way you want 
to compute it, had been ordered. 

Q. None of the substation materials or transmission 
line materials had been ordered. Isn’t that so? A. That 
is correct, but as a matter of purchasing and ordering that 
is a relatively minor operation. The equipment I had ref¬ 
erence to was turbines, generators, transformers, I believe 
the switchboard as a unit had been ordered, and certainly 
as regards the power station that was by far the greater 
part of the materials and equipment. 

Q. Isn’t it a fact that the transmission line had not yet 
been surveyed or specifications drawn therefor? A. No, 
I don’t think that is correct because McCall Ferry Power 
Company had advanced to their lands agents somewhere 
about $100,000. They were actually buying the right of way 
with it. It is perfectly obvious they couldn’t have been buy¬ 
ing right of way without knowing where they would locate 
the line. 
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Q. Well, Mr. Gunn, does the surveying and specifica¬ 
tions [8438] precede the acquisition of right of way? A. 
Certainly. It must. Otherwise yon wouldn’t know where 
to buy the right of way, you wouldn’t know where you 
wanted to locate the towers, you wouldn’t know what clear¬ 
ances you were going to have in the line; in fact you would 
be just silly to start buying right of way without knowing 
the characteristics of the line and without knowing the route 
over which it would run. You might as well just start out 
buying miscellaneous farm lands. 

Q. Isn’t it a fact, Mr. Gunn, that the work which San¬ 
derson and Porter were obligated to do was actually com¬ 
pleted by Mr. Walls? A. Some of it was. 

Q. What portion? A. The installation of ma¬ 
chinery. That is the principal item, Mr. HalL 

Of course, of the work Sanderson and Porter were con¬ 
tracted to perform, by far the greater part of the respon¬ 
sibility under that contract was the design of the power¬ 
house and the specification of the equipment, and par¬ 
ticularly the major equipment. 

Q. Do you know what portion of the fee actually paid 
Sanderson and Porter represented work actually per¬ 
formed by them? A. All of it. That seems perfectly 
obvious to me, Mr. [8439] Hall, for the reason that with 
the financial condition McCall Ferry Power Company were 
in they certainly wouldn’t have paid it unless they felt 
they had to pay it. I don’t know that Sanderson and 
Porter undertook to sue them for it, but I have no doubt 
they would have if it had not been forthcoming. 

Q. Do you have any means of determining the exact 
proportion of Sanderson and Porter’s supervisory func¬ 
tions, which were completed? A. I have described them 
to you. I don’t know how you would measure them except 
by description. 

Q. Is insurance paid during the period of cessation a 
proper charge to construction? A. Certainly. 
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Q. Does that apply to fire insurance? A. Each and 
every dollar they spent for whatever they may have paid 
it so long as it was a justified and prudent expenditure. 

Q. How do you justify that insurance as a proper con¬ 
struction charge? A. Because it was a proper and 
prudent thing to do, that is the taking of insurance. For 
example, if they had not taken insurance and they had a 
fire, done serious damage to the construction work al¬ 
ready done, it would have cost much more to complete the 
powerhouse and they might have gone busted again. 

• • • 

[8440] By Mb. Hall: 

Q. Did you consider, Mr. Gunn, the construction 
period was in any way affected by the payment of insurance 
charges? A. Not by the actual payment of the charge, 
Mr. Hall, but if there had been no insurance and there had 
been a serious [8441] fire, I think it very well may have 
been serious—it very seriously would have affected, indeed 
the project may never have been completed. In other 
words, it has the same effect that insurance against a risk 
which does not incur always has on every operation of 
every sort. 

• • • 

By Mb. Hall: 

Q. Did you make any investigation of the insurance 
charges to determine how much applied to the period from 
November 1,1907 to September 1,1909? A. No, sir, that 
was of no significance to me. 

Q. Did the general engineering expenses incurred dur¬ 
ing the period of cessation decrease the time necessary to 
complete the project after its reopening in August of 1909? 
A. Unquestionably they did. 

Q. In what manner? A. By forwarding the engi¬ 
neering work in such manner that when they did reopen 
the project they were in a position to go ahead unhampered 
by the necessity of attempting to pursue construction and 
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design simultaneously. I think it not only shortened the 
construction period, but when a project is built that way— 
and by that way I mean attempting to pursue construction 
just one jump behind the plans—it is also much more ex¬ 
pensive than it is if the plans are perfected [8442] and the 
construction can be planned far in advance. 

• • • 

Q. Mr. Gunn, isn’t construction and design usually 
pursued virtually simultaneously? A. All too often it is, 
but it is highly undesirable. 

Q. It was being done that way prior to November 1, 
1907—right? A. No, I don’t understand that to be a 
fact. 

Q. You mean that the designs were ahead of construc¬ 
tion? A. I understand that the designs were far enough 
ahead of construction until they were not hampering the 
construction work. 

Q. What is that based on, Mr. Gunn? A. Based on 
several things. First, the fact that the work prior to the 
date we are now discussing, that is the so-called cessation 
period, had been largely on the dam in which a few simple 
plans provided a very great magnitude of work. For exam¬ 
ple, in designing the dam they needed only a plan and cross 
section, and with those two drawings and maybe a few de¬ 
tailed drawings they had a year and a half of work ahead 
of them. 

But when you go into the powerhouse to design that 
and to construct that it becomes an altogether different mat¬ 
ter [8443] and a very much more important matter that 
your drawings precede your actual installation by enough 
time to do several things: To organize and plan the work, 
to schedule the delivery of the equipment so that it would 
come in in the order in which it can be installed, and it will 
not involve a lot of rehandling, and it has many advantages 
which if they are not present result in excessive cost of the 
work. 
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Q. How much time was saved by the design work you 
have just referred to? A. I couldn’t state precisely how 
much it saved. That would be pure speculation. I think 
it would be possible to go back over the details minutely 
and make some sort of an intelligent guess at it, but I don’t 
think you could describe it as any more after it was done, 
other than to say it would result in a substantial saving. 
I don’t know how to describe it other than that. 

Q. Did you reach any conclusion as to the amount of 
time saved before you included the expenditures in ques¬ 
tion in your claim? A. No, sir, I just recognized it would 
be a substantial saving of time and also cost. 

Q. What do you mean by a saving of substantial time? 
A. Just that. 

Q. What is substantial time? A. It is substantial 
time. By that I mean it is not [8444] a trivial saving. Let’s 
put it that way. 

Q. Well, is it a month? A. I should think it would 
be more than a month. 

Q. How much more? A. I don’t know. 

Q. Isn’t it a fact that these expenses represent mainly 
miscellaneous expenses of the engineering experts? A. 
Which expenses are we talking about now, Mr. Hall? 

Q. The expenses included in the account “General En¬ 
gineering Expenses”? A. During what period? 

Q. During the period of cessation. 

• • • 

[8445] A. Yes, the Account “General Engineering Ex¬ 
pense ’ ’ included that amount of money. However, you have 
characterized it as cessation period. Of course I disagree 
with that characterization. Commission staff’s exhibit so 
shows that amount of money. 

Q. Otherwise your answer is “Yes”? A. Otherwise 
my answer is “Yes.” 

[8446] Q. Why did you capitalize the expenses segregated 
on the books in the “Cessation Account” totaling 
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$36,445.21? A. I don’t recognize the figure, Mr. Hall. 
Where is that to be found? 

Q. Will you refer to Page 37, Part 2 of Exhibit 51? 
A. Yes, sir, I have that before me now. 

Q. Do you see under the disallowed column the amount 
of $36,445.21 opposite the words “Cessation Expense”? 

• • • 

The Witness: Yes, I see the figure, Mr. Hall. That is 
Caption D “Cessation Expense.” Those expenses were 
capitalized because they were unavoidable costs to carry 
the McCall Company development to completion, and rep¬ 
resent costs actually incurred. 

May I have the answer, please ? 

(Answer read.) 

The Witness: I don’t have the precise details of that 
account before me, but as I recall it it consists of unloading 
materials, particularly some ten or twelve carloads of roof 
tile, stripping forms from concrete which had been [8447] 
poured previous to cessation, maintenance and repair of the 
construction plant, and various other items of that nature. 

By Mr. Hahl: 

Q. Mr. Gunn, may we describe those expenditures gen¬ 
erally as representing clean-up, putting away, and other¬ 
wise securing and protecting the plant to preserve it from 
damage during suspension plus other expenditures caused 
by cessation? A. You could describe only a small por¬ 
tion of it that way, Mr. Hall. For example, it is true that 
during that period they greased and did some repairs to 
the construction plant. Those repairs and that lubricating 
would have had to be done whether it was laid up or not. 
It is a fact it was a desirable thing to do it incidental to 
the laying up of the plant for the cessation period. So it is 
impossible, in the case even of that item, to classify it ex¬ 
clusively, and that would be the one most likely to be classifi¬ 
able as you have characterized it. The sole result of having 
done it was not the cessation period. 
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Q. Did McCall Ferry have a separate account in which 
was included the expenditures for, repair and construction 
work and so forth? A. Referring now to the cessation 
account? 

Q. Yes. A. Yes, they had a separate account. It 
was that account which contains the cost of unloading, for 
example, [8448] the roof tile which came into the power¬ 
house and stripping the concrete forms. Obviously that 
work had to be performed whether they had a cessation pe¬ 
riod or not. 

• • • 

[8449] By Mb. Hall: 

Q. Mr. Gunn, did Albert S. Crane prepare a report 
dated September 10,1908 on the McCall Ferry Power Com¬ 
pany for Electric Bond and Share Company? A. I be¬ 
lieve a report was prepared, it seems to me, by Albert S. 
Crane and working with Mr. S. D. Mortimer, I believe. 

Q. Didn’t he list in that report the cessation account as 
“Loss due to stoppage of work”? A. I don’t remember 
what he had in that report, certainly not in that detail. 

I haven’t looked at the report, Mr. Hall, for seven or 
eight years. 

• • • 

Q. Have you excluded the expense of reopening the Mc¬ 
Call plant in 1909 in your original cost claim? A. No, 
sir. 

[8450] Q. Why not? A. Because it was a necessary and 
unavoidable expense in the creation of the enterprise un¬ 
der the circumstances which McCall Ferry and Penn Water 
encountered. 

Q. This expense would not have occurred if construc¬ 
tion had occurred without cessation to the completion of 
the project, isn’t that so? A. That is correct. 

• • • 

Q. Do you have any records of the cost of reopening 
the McCall development in 1909? A. I don’t recall there 
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were any separate records. Whatever they are, they have 
been available to the Commission Staff for the last two 
and a half years. I think there are records of the cost, Mr. 
Hall. The company has somewhat in excess of fifty thou¬ 
sand vouchers to represent the transactions of the com¬ 
pany from its inception, and such costs as [8451] there are 
no doubt are among those fifty thousand vouchers. My 
difficulty is that I have not memorized them all. 

Mr. Hall: May we have marked for identification 
as Exhibit 205 the tabulation furnished by the company 
a few days ago and which is entitled “Nature of In¬ 
terest, Approximate Area, and indicated Purchase 
Price of Property acquired by Hutchinson, including 
York Furnace Power Company Properties, Later Con¬ 
veyed to McCall Ferry Power Company under Con¬ 
tract Identified as Part 19 of Exhibit 27”? 

• • • 

(The document referred to was marked Exhibit No. 
205 for Identification.) 

• • • 

By Mr. Hall: 

Q. Mr. Gunn, who prepared the schedule which has 
been marked for identification as Exhibit 205? A. Mr. 
Bortner prepared it at my request. 

Mr. King: I might add in response to a request 
from the Staff. 

Mr. Hall: Yes. 

By Mr. Hall: 

[8452] Q. Am I to understand that this document contains 
a complete list of all the prices paid for the land by York 
Furnace Power Company or Cary T. Hutchinson insofar 
as that information is available? 
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The Witness: Yes, sir. 

And I would like to call your attention to the last col¬ 
umn, the heading of the last column, appearing on the sec¬ 
ond page. In your question you said “prices paid”. Some 
of the prices, I think it would be proper to say, instead of 
prices paid that it contains all the evidence which indicates 
the price paid. The reason I must make that qualification 
is that the indications contained in that column come from 
various sources of information, some from correspondence 
in the file. Some of them deed consideration and some con¬ 
tracts of sale and some by word of mouth from individuals. 
It is impossible to say with certainty they are the total 
consideration. 

Mb. King: I think the witness inadvertently re¬ 
ferred to the heading on page 2 of that exhibit. It is 
the same heading on both pages, as I understand it. 

Trial Examiner: Is that right? 

The Witness: Yes, that is correct. I thought I had 
referred to page 1. In any event the heading is the same 
on both pages, and the explanation I have given applies to 
both [8453] pages. 

By Mr. Hall: 

Q. Am I to understand that Exhibit 205 for Identifica¬ 
tion embraces a complete list of the properties conveyed to 
McCall Ferry Power Company under the contract identified 
as Part 19 of Exhibit 27 ? A. Yes, so far as I know. 

Q. How was the total price of $201,000 paid by Hutch¬ 
inson for the York Furnace properties determined, which 
is noted at the bottom of Sheet 1 of Exhibit numbered 205 
for Identification? A. It was determined from the fact 
that the final consideration paid by Hutchinson to Beyer 
was $155,500, and the additional fact that the agreement or 
the option obtained by Hutchinson and dated February 21, 
1902 recited and acknowledged certain previous payments 
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by Hutchinson, which previous payments were added to the 
$155,500. 

The previous payments were $3,500 acknowledged as 
being paid on October 1,1901, $2,000 acknowledged as hav¬ 
ing been paid on January 9th of 1902, and $30,000 acknowl¬ 
edged as having been paid on October 21, 1902. 

That agreement provided the option was to run until 
January 1, 1903 and could be extended to January 1, 1904 
by the payment of an additional ten thousand dollars, and 
since the agreement was extended it is our belief that that 
ten thousand [8454] dollars was paid. 

The total of those give an amount of $201,000, which 
I think is properly described as being at least the amount 
that was paid. I don’t think it necessarily follows that 
was all that was paid. 

Q. Did you find any evidence of any additional pay¬ 
ments over and above the $201,000? A. No, we didn’t 
find any evidence of any other payment, but I don’t think 
we can assume that because we didn’t find the evidence 
that that represented the complete payment. I think the 
most we can say is that the payment was not less than 
that amount. 

Q. Mr. Gunn, since you mentioned Hutchinson’s agree¬ 
ment dated February 21,1902 I show it to you at this time. 

• • • 

(Thereupon, the document referred to was marked 

Exhibit No. 206 for Identification.) 

• • • 

By Mr. Hall: 

Q. Do you recognize that as being the agreement of 
February 21,1902 to which you referred, Mr. Gunn? [8455] 
A. Yes, sir. 

Q. At this time, Mr. Gunn, I show you an agreement 
dated April 4, 1904. Is that the option agreement under 
which the properties were finally transferred, under which 
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tie York Furnace properties were finally transferred to 
Hutchinson? A. Yes, sir. 

Mr. Halt.. : Mr. Examiner, may we have the agree¬ 
ment dated April 4, 1904, between Cary T. Hutchinson 
and George B. Willson and Wm. F. Beyer, marked for 
identification as Exhibit No. 207? 

Trial Examiner: Yes, the document may be so 
marked. 

(Thereupon, the document referred to was marked 
Exhibit No. 207 for Identification.) 

• • • 

[8457] Q. Mr. Gunn, I show you at this time an estimate 
of the cost of construction of McCall Ferry Power Com¬ 
pany dated December 18, 1905, and prepared by Cary T. 
Hutchinson. Are you familiar with that document? A. 
Not at the moment. I believe I have seen it before. It 
was some years ago. 

Q. This document was prepared after the transaction 
whereby Hutchinson transferred the lands to McCall Ferry 
through Susquehanna Power Company—right? A. Its 
date would indicate that. 

• • • 

[8458] (Thereupon, the document referred to was marked 
Exhibit No. 208 for Identification.) 

• • • 

[8460] By Mr. Hall: 

Q. Mr. Gunn, I show you a letter dated October 3, 
1906, written by Cary T. Hutchinson, Chief Engineer, to 
J. W. Kirkland, Vice President and General Manager of 
McCall Ferry Power Company, and which letter was copied 
from file number 3951-12. Are you familiar with that let¬ 
ter? A. I can’t tell you offhand without reading it, Mr. 
Hall. Do you wish me to read it? 

I could say this much: It evidently having come from 
the company’s files I was at one time familiar with it, I 
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believe. I can’t state that is a fact without reading the 
letter, obviously. 

• • • 

(The document referred to was marked as Exhibit 
Number 209 for Identification.) 

• • • 

[8461] By Mb. Hall: 

Q. Mr. Gunn, I show you at this time a letter signed 
by J. W. Kirkland, General Manager, and Cary T. Hutchin¬ 
son, Chief Engineer, addressed to H. F. Dimock, President 
of McCall Ferry Power Company, which letter is dated 
May 8,1907, and which was copied from company file num¬ 
ber 3951-13. [8462] Did you consider that letter in connec¬ 
tion with your original cost study? 

• • # 

The Witness: Yes, sir, I believe so. I believe that 
letter affords some of the support for statements made in 
Exh ibit 26 which are not in Exhibit 27 but in the 15 filin g 
cases. 

By Mb. Hall: 

Q. Mr. Gunn, in Exhibits 208 and 209 the Harlow- 
McGaw purchase is shown in an amount of $425,000, 
whereas in Exhibit 210 that purchase is shown in an 
amount of $435,000. What does the 10,000 difference repre¬ 
sent, if you know? A. I don’t know. As a matter of 
fact, neither of these exhibits seems to me to have very 
much significance because they are simply letters pulled 
out of context and the purpose for which they were written 
is not disclosed. We can only speculate as to what Hutch¬ 
inson was asked for when he gave these letters. 

Q. Doesn’t the $10,000 difference that I referred to 
represent the $10,000 paid to Pullen? [8463] A. It may 
be. You can speculate that way, at least. 
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the York Furnace properties were finally transferred to 
Hutchinson? A. Yes, sir. 

Mr. Hall : Mr. Examiner, may we have the agree¬ 
ment dated April 4, 1904, between Cary T. Hutchinson 
and George B. Willson and Wm. F. Beyer, marked for 
identification as Exhibit No. 207? 

Trial Examiner: Yes, the document may be so 
marked. 
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[8457] Q. Mr. Gunn, I show you at this time an estimate 
of the cost of construction of McCall Ferry Power Com¬ 
pany dated December 18, 1905, and prepared by Cary T. 
Hutchinson. Are you familiar with that document? A. 
Not at the moment. I believe I have seen it before. It 
was some years ago. 

Q. This document was prepared after the transaction 
whereby Hutchinson transferred the lands to McCall Ferry 
through Susquehanna Power Company—right? A. Its 
date would indicate that. 

• • • 

[8458] (Thereupon, the document referred to was marked 
Exhibit No. 208 for Identification.) 

• • • 

[8460] By Mr. Hall: 

Q. Mr. Gunn, I show you a letter dated October 3, 
1906, written by Cary T. Hutchinson, Chief Engineer, to 
J. W. Kirkland, Vice President and General Manager of 
McCall Ferry Power Company, and which letter was copied 
from file number 3951-12. Are you familiar with that let¬ 
ter? A. I can’t tell you offhand without reading it, Mr. 
Hall. Do you wish me to read it? 

I could say this much: It evidently having come from 
the company’s files I was at one time familiar with it, I 
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believe. I can’t state that is a fact without reading the 
letter, obviously. 

• • • 

(The document referred to was marked as Exhibit 
Number 209 for Identification.) 

• • • 

[8461] By Mr. Hall: 

Q. Mr. Gunn, I show you at this time a letter signed 
by J. W. Kirkland, General Manager, and Cary T. Hutchin¬ 
son, Chief Engineer, addressed to H. F. Dimock, President 
of McCall Ferry Power Company, which letter is dated 
May 8,1907, and which was copied from company file num¬ 
ber 3951-13. [8462] Did you consider that letter in connec¬ 
tion with your original cost study? 

• • • 

The Witness: Yes, sir, I believe so. I believe that 
letter affords some of the support for statements made in 
Exhibit 26 which are not in Exhibit 27 but in the 15 filing 
cases. 

By Mr. Hall : 

Q. Mr. Gunn, in Exhibits 208 and 209 the Harlow- 
McGaw purchase is shown in an amount of $425,000, 
whereas in Exhibit 210 that purchase is shown in an 
amount of $435,000. What does the 10,000 difference repre¬ 
sent, if you know? A. I don’t know. As a matter of 
fact, neither of these exhibits seems to me to have very 
much significance because they are simply letters pulled 
out of context and the purpose for which they were written 
is not disclosed. We can only speculate as to what Hutch¬ 
inson was asked for when he gave these letters. 

Q. Doesn’t the $10,000 difference that I referred to 
represent the $10,000 paid to Pullen? [8463] A. It may 
be. You can speculate that way, at least. 
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(The document referred to was marked for identi¬ 
fication as Exhibit Number 210.) 

• • • 

[8*464] Q. Mr. Gunn, have you included in the original cost 
claim an amount of $130.99 representing the difference be¬ 
tween the petty cash funds reported on the books of McCall 
Ferry at July 17, 1909, and the amount turned over to J. 
E. Aldred, Receiver, as of that date? 

• • • 

[8465] The Witness: I recall we included an amount of 
$130 and some odd cents. I don’t remember whether it 
was 99 cents or not. 

By Mb. Halt,: 

Q. Do you have a record of the expenditures made 
which comprise the total of $130.99? A. It is un¬ 
doubtedly in the company’s books which have been available 
to the Commission staff for the last two-and-a-half years, 
but I don’t have it before me. 

Q. Do you know over what period the money was 
spent? A. No, sir, I don’t recall. 

Q. Are you sure of that, Mr. Gunn, that the details of 
this amount are in the books? A. Well, I don’t know. 
I assume they kept books. I assume there are some books 
somewhere or the Commission staff wouldn’t have dis¬ 
covered it. At least there are figures in the books from 
which you derive the difference. That is, of course, what 
we are talking about. Presumably the $130 disappeared 
somewhere. 

• • • 

[8468] Q. Have you included in Penn Water’s claimed 
original cost two amounts, one of $21,341.94, and the other 
of $6,535.01 representing loss of inventories? 

Mb. King: Mr. Hall, one of the figures to which 
you referred in your question was $6,535.01. Is that 
right? 
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Mb. Hall: Yes. 

* • • 

Mb. King : I would like to state that that is an item 
which, on advice of counsel, the company now agrees 
to eliminate. 

Mb. Hall: That statement, I take it, does not ap¬ 
ply to the amount of $21,341.94? 

Mb. Hall: Mr. Gunn, please consider my question 
as now relating only to the $21,341.94. 

The Witness: Yes, sir. I am doing that. 

• • • 

The Witness: It is my understanding, Mr. Hall, that 
we have not claimed that amount, but we have claimed ap¬ 
proximately [8469] $13,000 of it. The difference between 
the two figures, as I understand it, is because of some ac¬ 
counting adjustment. The $13,000 we have claimed is made 
up of miscellaneous loss of materials and supplies, amount¬ 
ing to $4,062, and a write-down in the value of cement due 
to spoilage of $8,970. The total of those two is approxi¬ 
mately $13,000. 

By Mb. Hall: 

Q. Would you explain in just a little more detail, Mr. 
Gunn, what the two amounts of $4,062 and $8,970 repre¬ 
sent? 

• • • 

[8470] The Witness : • * • If I may attempt to clarify it this 
way, Mr. Hall: I do not recognize the figure of $21,341.94. 
However, the company did, in its original claim, have an 
amount of 19 thousand and some odd dollars, I believe. As 
company counsel just stated, the company was conceding 
$6,535.01, of that $19,635.01, which reduces the company’s 
claim to about $13,000. 

Now, the figures which make up the $13,000 are a mis¬ 
cellaneous loss of supplies unaccounted for in an inventory, 
details of which I don’t have before me, amounting to 
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$4,062, together with an amount of $8,970 which represents 
the write-down in the value of cement due to spoilage. 

By Mb. Hall: 

Q. Mr. Gunn, is this the fact: That the $21,341.94 rep¬ 
resents the difference between the inventory of $35,019.16 
on the McCall Ferry books at July 17, 1909, and the lesser 
amount of inventory subsequently entered on the books of 
the receiver and Penn Water after the receiver made the 
adjustments? 

• • • 

The Witness: I can’t answer, Mr. Hall, for the reason 
[8471] I don’t know. It is my understanding that after 
Penn Water finally made all of their accounting adjust¬ 
ments incidental to this transaction that they wound up 
with an amount of about $13,000 with respect to this item, 
that amount being made up of the two items I described. 

Trial Examiner: Where is counsel getting these 
figures ? 

Mr. Hall: I got my figures from the working 
papers of the Commission’s accountant, Mr. Examiner. 

Trial Examiner: They can’t be related to any- 

Mb. Goldberg: Can not be related to any docu¬ 
ment in evidence, if that is what you mean. 

Trial Examiner: Or any document marked for 
identification. 

Mr. Hall: That is right. 

Mr. Goldberg: I might add this, for the sake of 
clarification, Mr. Examiner: Mr. Newlands’ analysis 
is an analysis of the company’s books. The figures we 
are discussing not being on the company’s books 
would not be reflected in his analysis which is carried 
through in Exhibit 51. It is an amount which the 
company added on, and we would have to go into their 
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working papers to get the details. They didn’t spread 

it out any place. 

By Mb. Hall: 

Q. Mr. Gunn, do you know the details of the amount 
of $4,062, which represents miscellaneous loss of supplies! 
[8472] A. I do not have that before me. 

Q. Do you have any details concerning the amount of 
$8,970 to which you referred! A. There were no details 
back of that. It was just simply a loss of cement due to 
spoilage. I have no more details than are set forth, I 
believe, in Exhibit 51. At least I don’t have any more 
before me at the moment. 

Q. Do you have the details of the inventory compris¬ 
ing the amount of $35,019.16! A. Not before me, no. 

Q. Are they available to you through any of your as¬ 
sistants! A. No, sir. All the details back of that item 
were in the company’s records at Baltimore and I don’t 
know offhand just what the nature of the detail is. 

Q. Mr. Gunn, isn’t it a fact there is no inventory of 
the McCall Ferry materials and supplies at July 17, 1909! 
A. As I said, I don’t know. What information there is 
concerning that item is in the company’s records and has 
been available to the Commission staff for the last two- 
and-a-half years, so presumably they know. I don’t recall. 

Q. I am advised, Mr. Gunn, there is none. Do you 
agree! A. I will have to, not knowing myself whether 
or not there are any. 

[8473] Q. Mr. Gunn, is it your understanding that the 
loss in inventories which you have capitalized is entirely 
due to deterioration during the period of cessation! A. 
No. I think most of the cement spoilage may have been 
due to that, but the loss of inventory, I don’t know when 
that occurred. Presumably that was an accumulative fig¬ 
ure, that is the miscellaneous loss of inventory represented 
by the $4,062. 

I could say this, Mr. Hall: For a project of that size, 
the total of the figure, whether it be 4,000, 6,000, 19,000, 
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21,000 or 36,000, is an astonishingly small loss for a project 
of that magnitude. I have been through several construc¬ 
tion projects and I never have come through with as small 
a loss as that in my experience. 

Q. Are you familiar with the inventory prepared by 
C. B. Vorce on December 31, 1908? A. No, I am not 
personally familiar with it. I don’t recall ever having 
looked at it in detail. 

Q. Do you know how many barrels of cement McCall 
Ferry had on hand on July 8, 1909? A. It seems to me 
it was around eight or nine thousand. 

Q. Mr. Gunn, I show you a letter dated July 8, 1909, 
written by J. W. Young to J. E. Aldred, which was copied 
from J. E. Aldred, Receiver file number 9, and I refer you 
specifically to the third paragraph from the bottom of 
page 2. 

[8474] Does that help to refresh your recollection as to 
the amount of cement on hand as of July 8, 1909? 

• • • 

The Witness: Yes, it would appear from that para¬ 
graph on that date there were 30,000 barrels of cement on 
hand. I believe the figure of eight or nine thousand I 
mentioned was probably the part of that 30,000 barrels 
which had undergone deterioration, perhaps. 

By Mr. Haul: 

Q. How many barrels of cement did the receiver set 
up on his records? A. I don’t recall. 

Q. My information is 7,851% barrels of Giant and 
Atlas Cement. 

Does that help you refresh your recollection? A. 
Yes, sir, I believe that is correct, Mr. HalL 

Trial Examiner: Upon what is your belief based? 

The Witness: Based upon Mr. Hall’s question and 
upon a working paper shown to me by one of my assistants. 
The two figures agree, the one Mr. Hall used and the one 
shown me from the company’s records. 
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Trial Examiner: When you say that letter of 
July 8, 1909, refreshed your recollection, is that the 
source of your previous information as to how many 
barrels were on hand? 

[8475] The Witness: One source of certain information, 
Mr. Examiner, but this situation about the cement as it 
came over from McCall Ferry to the receiver and on to 
Pennsylvania Water and Power Company is extremely 
confused. We have never been able to get together enough 
information to tell precisely what did happen to all the 
cement. 

The question Mr. Hall asked me was did this letter 
refresh my recollection as to how much cement was on hand 
on July 8,1909. The letter is a letter written by Mr. J. W. 
Young, who was Vice President of McCall Ferry Power 
Company to Mr. Aldred, and which states that there are 
at present approximately 30,000 barrels of cement made 
up of- 

Trial Examiner: Actually your recollection was 
not refreshed at all. You are accepting the letter’s 
statement; is that right ? 

The Witness : I think that is correct, sir. As a matter 
of fact, that is all I can do with any of these things related 
to original cost, simply accept what can be deduced from 
the documents. I have no first-hand information on any 
of it, of which this document is one which enters into the 
cement confusion. 

Trial Examiner: Well, the cement confusion is 
based upon the absence of accurate records and the 
existence of conflicting data as to the actual number of 
barrels on hand; isn’t that so? 

The Witness : Yes, sir, I think that is a correct state¬ 
ment. 

[8476] Trial Examiner: The number of barrels on hand 
as being 30,000, you do not know whether or not there 
were 30,000? 
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The Witness: No, I don’t know any more than what 
Mr. Yonng states. 

Trial Examiner: Yon do know there are figures 
which conflict with the 30,000. 

The Witness: Yes, sir, I know that. 

Trial Examiner: And those figures jare to be 
found in other correspondence or records of McCall 
Ferry Power Company which Pennsylvania Water and 
Power Company now has. 

The Witness: Yes, sir. It is from those other records 
that the seven thousand-odd dollars entered on the Re¬ 
ceiver’s books were taken. 

Trial Examiner: Do you remember whether you 
ever used the figure 30,000 for any purpose at all! 

The Witness: No, sir. I never used either one of the 
figures for any significant purpose. Whatever the cement 
cost was was reflected in the McCall Ferry cement cost and 
that was the end of it. I did not concern myself with how 
many barrels more or less there were. 

By Mr. Hall: 

Q. Are we to understand you did not use the available 
data, Mr. Gunn, as to the amount of cement on hand in 
reaching the amount of $13,032 which you now claim ? A. 
No, I believe I used the records of the Receiver in [8477] 
reaching that amount. It is true that in those records 
barrels of cement are mentioned, but as I recall it it is not 
30,000 barrels mentioned but 7,000 barrels. 

Q. What happened to the difference between the 7,851 
and a half barrels of cement set up by the Receiver in his 
records and the 30,000 barrels of cement reported by Mr. 
Young in his letter? A. I have no idea. 

Q. Didn’t you try to account for that difference in 
reaching your conclusions as to the amount to be included 
in your claimed cost? A. No, there was no occasion for 
me to do that, Mr. HalL I was not attempting to bring a 
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case against somebody having stolen the cement. I was 
just attempting to find the original cost, and therefore it 
was of no particular moment. If there were 30,000 barrels 
on hand, then those 30,000 barrels were reflected in McCall 
Ferry costs. If there weren’t 30,000 barrels on hand then 
it didn’t make any difference. 

Q. Mr. Gunn, I show you a letter written by Mr. J. A. 
Walls, Chief Engineer, to Mr. C. E. F. Clark, Treasurer 
of Pennsylvania Water and Power Company, which is dated 
September 9, 1910? 

Did you consider the information on the second page 
of that letter in arriving at your claimed cost? A. You 
mean that information relating to the barrels of [8478] 
cement? 

Q. Yes. A. No, as I said, there was no necessity 
for my going into the barrels of cement other than as they 
were recorded on the books. Mr. Walls wrote this letter 
at a time when he knew what had been recorded on the 
books, and I assumed he had all the facts. If you want me 

to read the letter and go into that I will be glad to. 

• • • 

[8479] By Mr. Hall: 

Q. Isn’t there a notation on the letter that the 7,000 
should be 27,000? A. No, sir. There is a notation on 
the letter which states as follows : 

“Apparently this should read 27,000.” The initials 
appearing under that are R. W. C. and that note is dated 
October 3, 1944. That is a note of Mr. Chase. 

Q. Do I understand you did not agree with Mr. Chase 
in that respect? A. I don’t agree or disagree with him. 
I am simply saying that note you find on the piece of paper 
is not a note put there by Mr. Walls in 1910 but a note put 
there by Mr. Chase in 1944, and it is speculation of Mr. 
Chase’s, as is evident from the beginning of the sentence 
with the word “apparently.” 

Q. Mr. Gunn, I show you at this time an eight-line 
letter which Mr. Walls wrote to C. E. F. Clarke, Treasurer 
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of Pennsylvania Water and Power Company, on Septem¬ 
ber 8,1910. Does that assist you in determining the amount 
of cement on hand as of that date? 

• • • 

[8482] By Mr. Hall: 

Q. Was any of that Union Cement, Mr. Gunn! A. 
I don’t recall whether or not it was. I should say there 
were 75 or 100 thousand barrels bought during that time. 

Q. Don’t you know none of that was Union cement? 
A. No, I don’t know what sort of cement it was. 

Mr. Hall: Mr. Examiner, may we have marked 
for identification as Exhibit 211, the letter dated Sep¬ 
tember 8,1910, written by Mr. J. A. Walls, Chief Engi¬ 
neer, to Mr. C. E. F. Clarke, Treasurer, Pennsylvania 
Water and Power Company? 

Trial Examiner: Yes, the document may be so 
marked. 

(Thereupon, the document referred to was marked 
Exhibit No. 211 for Identification.) 

• • • 

[8483] Mr. Hall: Mr. Examiner, may we also have 
marked for identification as Exhibit No. 212 the letter 
dated September 9, 1910, written by Mr. J. A. Walls, 
Chief Engineer, to Mr. C. E. F. Clarke, Treasurer, 
Pennsylvania Water and Power Company? 

Trial Examiner: Yes, the document may be so 
marked. 

(Thereupon, the document referred to was marked 
Exhibit No. 212 for Identification.) 

• • • 

[8484] By Mr. Hall : 

Q. Was there any construction work going on at 
McCall Ferry during the period December 31,1908, to July 
8,1909, which required the use of cement, Mr. Gunn? A. 
No. 
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Q. Was there any construction work going on during 
the period between July 8,1909 and September, 1909, which 
required the use of cement? A. At the beginning or the 
end of September? 

Q. The beginning. A. I can’t state with certainty, 
Mr. Hall, but I suspect there was because Empire En¬ 
gineering resumed construction about the middle of August 
1909, and among their first work it required the placing of 
concrete and therefore the use of cement. Just how much 
they would have used during that period I couldn’t say. 

Q. Do you think they would have used as much as 
23,000 barrels? A. No, I shouldn’t think they would 
use that much. 

Q. Just how much do you think they would have used? 
A. I don’t know, but I wouldn’t expect them to use that 
large an amount. 

Q. Mr. Gunn, can you account for the 30,000 recorded 
by Mr. Young on July 8, 1909, and the 7,851-% barrels set 
up by the receiver on September 29,1909? [8485] A. I 

don’t know whether I could or not. I never undertook to 
do that, Mr. Hall, because, as I said, it had no significance 
whatever in the determination of original cost. 

• • • 

[8518] Mb. King: May I interrupt you, Mr. Hall? 

Mr. Hall: Yes. 

Mb. King: You asked me at the conclusion of 
yesterday’s hearing at page 8516 as to the status of 
the request you had theretofore made at page 7579 of 
the transcript. 

Mb. Hatji: Yes. 

Mr. King : That request was for us to produce the 
documents attached to Mr. Fisk’s affidavit and bearing 
his initials. 

I herewith hand you those documents. 
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[8537] By Mr. Hall: 

Q. Mr. Gunn, is the purpose of flashboards on the Holt- 
wood dam to increase the head? A. Yes, sir, under cer¬ 
tain circumstances, and decrease it under other circum¬ 
stances. 

Q. What benefit does Penn Water derive from the use 
of flashboards on the Holtwood dam? A. A greater 
head on the Holtwood dam. 

Q. Will you explain what a greater head means in way 
of benefit to Penn Water? [8538] A. It makes it pos¬ 
sible under certain circumstances for Penn Water to gener¬ 
ate more power. 

Q. And more power means more income to Penn 
Water—right? A. Depends on the contract under which 
Penn Water sells its output. Presently it means less. 

Q. Will you describe the present flashboard arrange¬ 
ment on the Holtwood dam? A. The flashboard 
presently used on the Holtwood dam is supported by 
various combinations of single pipes and pipes within pipes 
for the purpose of creating under certain circumstances a 
maximum increase in head on a Holtwood plant of 4 foot 
9 inches. The flashboards are made up in sections 3 feet 
high and one foot 9 inches high, and when there is a total 
height of 4 foot 9 inch flashboards on the dam, the com¬ 
bination of pins used to support them are such that they 
will collapse at a stream flow of about 70,000 cubic feet 
per second over the dam. 

WTien it is possible to foresee a high flow coming it 
is the company’s practice to remove the upper one foot 9 
inches, thus leaving three-foot flashboards on the dam, and 
they collapse at a much greater flow over the dam. The 
reason for that maneuver is to save both the lower 3 foot 
of flashboards, the pins supporting them, and to gain the 
advantage for the maximum length of time of the 3 foot 
[8539] additional head created by those flashboards on the 
plant. 
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Q. So that the flashboards remain on the da m until 
destroyed—right? A. Except for the upper 1 foot 9 
inches which are removed when it is possible to predict with 
sufficient accuracy increases of flood of a certain magnitude. 
That is one of the reasons why it is so necessary for the 
company to have the best available information on what the 
floods will be. 

Q. How long has Penn Water utilized flashboards on 
the dam? A. You mean the present flashboards? 

Q. No. A. Flashboards of any sort? 

Q. Yes. Weren’t they originally installed in 1911? 
A. Yes, sir, they began experimenting. As a matter of fact, 
they started in July of 1911 drilling holes for the flash- 
board sockets and that was on July 26. On July 31, one of 
the landowners on the reservoir got an injunction against 
the company against using flashboards and it was not until 
August 26 that that injunction was dissolved. 

Then they put up some flashboards with solid pins un¬ 
der them and I believe in about 1914 or some time about 
then they got in trouble with another court proceeding and 
had to take the dashboard down again. There have been 
court [8540] proceedings and flashboards ever since. 

Q. What was the cost of the initial dashboard installa¬ 
tion in 1911? A. I don’t recall. 

Q. Do you know whether or not that initial expendi¬ 
ture was charged to the plant account on the books? A. 
I believe it was. It should have been, at least. 

Q. Have any subsequent expenditures in connection 
with flashboards been charged to the plant account on the 
books ? 

• • • 

The Witness: Yes, sir, a very substantial amount of 
experimentation has been charged since that date, includ¬ 
ing the investigation of the roller dam we discussed the 
other day and some rather extensive pioneering develop¬ 
ment work in developing the form of support for flash- 
boards which would give a result equally satisfactory to the 
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landowners around the reservoir and the Pennsylvania 
Water and Power Resources Board. 

Q. Pennsylvania Water and Power Resources Board? 
A. What I mean to say, Mr. Hall, was the Water and Power 
Resources Board of the State of Pennsylvania. 

Q. Will you describe the support which was finally 
developed? A. The support which was finally developed 
varies with [8541] the combination of boards that are on 
the dam, but when 4 foot 9 inch boards are on, alternate 
supports, as I recall, are single seamless tubes, the speci¬ 
fications for which I don’t recall offhand, that is the speci¬ 
fication as to the size of wall thickness. Between each one 
of those single tubes is a support consisting of two tubes, 
one inside the other and welded together. I don’t remem¬ 
ber the precise specification for those tubes. 

However, that is the combination which gives the 
most certain failure of the dashboards and thus lays the 
company liable to the least trouble with the landowners as a 
result of backwater in case of high flow. 

The reason for using the tubes was the outcome of ex¬ 
tensive investigations on the part of the company, and the 
establishment of the fact that a seamless tube, or a tube of 
any sort, when it fails will fail most completely of any 
other structural section, and thus will most completely re¬ 
lieve the crest of the dam from any obstruction to the con¬ 
tinuing increase in the flow of the river. 

Q. Is that the chief change made in the dashboards? 
A. You mean during this period of years? 

Q. Yes. A. Well, in dashboards as such, I believe, 
but during that period of years the company tried flash- 
boards supported by pins, they investigated the use of a 
roller dam [8542] on top of the present dam, they used 
what they call butterfly gates which were some dashboards 
hinged by the ends and supported on permanent pins, and 
then after that they used dashboards of the present col¬ 
lapsible type supported by solid steel pins which were ma¬ 
chined at the point on the pin which rested at the top of the 
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sockets with the hope that that would bring about a pre- 
determinable failure, and then in about 1921 the company 
finally developed the combination of seamless tube and pipe 
then available which would make practicable the present 
type of dashboards. 

Q. So the principal change has been in the support 
used for the dashboards? A. No, I wouldn’t say so, Mr. 
Had. 

First we attempted to use a collapsible type of dash¬ 
board. Then the company investigated the use of a roller 
dam. That was a very great change. From the roller dam 
they progressed to the idea of butterdy gates, which bears 
no similarity at all to present dashboards. Then from the 
butterdy gates they finally developed the present dashboard. 
So the change has been very radical and very wide. 

Q. As far as the dashboards actually tried out, the 
principal change always has been in the support, in the type 
of support? A. What do you mean by “dashboards” in 
that question, Mr. Hall? 

[8543] Q. The same thing which was initially installed. 
A. Does your definition of “dashboards” include the but¬ 
terdy gates, for example? 

Q. Did they install the butterdy gates? A. Cer¬ 
tainly. 

Q. Then it would include the butterdy gates. 

The Witness: Now may I have the question? 

(Question read.) 

The Witness: The answer to that question is No. 

By Mr. Hall: 

Q. Are the pins presently in use destroyed every time 
the dashboards go out? A. Only half-destroyed ordi¬ 
narily. What happens is that the pins are about 6 or 6% 
feet long, and there are about 12,14 or 16 inches of them in 
the sockets. WTien the dashboards fail that 12, 14, or 16 
inches bend to at least a 90 degree angle or more. Then 



1210 


Donald Gurm, Cross 


when the flashboards are reinstalled the other end of the 
pin is stuck in the socket and it bends again on the other 
end. So with each failure of the flashboards I guess you 
would say the pin is a half of the failure. 

Q. In other words, the pins are used twice. A. Yes, 
sir. 

Q. What other important improvements, other than the 
support, exists in the present dashboard over the flash- 
board [8544] installation made in 1911 and 1912? A. I 
don’t recall precisely what the details of the 1911 and 1912 
flashboards were, Mr. Hall. Therefore I couldn’t answer 
that question. 

Q. Have turbine units numbers 6 to 10 been designed 
to make use of the additional head obtained by the use of 
the flashboards? A. Yes, I think that is right. I think 
all the turbines have been designed to make use of it. In 
any event they are making use of it, designed or not de¬ 
signed. 

Q. Were the first five units designed for the use of 
increased head through the use of flashboards? A. Cer¬ 
tainly. We are using them, aren’t we, for increased head? 
Therefore it proves they were designed for it, no matter 
what may have been in the mind of the designer. That is 
only of academic interest. 

Q. Did you capitalize the renewal of flashboards during 
the year 1945? A. Not so far as I know. If we did it 
was an error. 

Q. You charged them to operating expenses. A. 
Surely. It is my understanding we have charged them to 
operating expenses ever since 1921. 

Q. How much did Penn Water spend for flashboard re¬ 
newal made in 1945? A. I don’t know offhand, Mr. Hall. 
The company’s [8545] operating statement would show it 
but I don’t have it before me. 

Q. Mr. Gunn, would you please describe briefly the fish¬ 
ways which are constructed at Holtwood? A. Which 
fish-ways? 
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Q. Both shores, on the York shore and the one on the 
Lancaster shore. A. I take it you mean which were con¬ 
structed. 

Q. Yes. A. Well, the outstanding feature of the 
design is that none of them ever worked. But the one on 
the east shore was a winding concrete structure from the 
east shore bulkhead down to the tailrace which had wooden 
baffles in it, and to which water could be admitted so as to 
make in effect a series of steps, and it was supposed, by 
the fishermen and the Pennsylvania Fish Commission, that 
the shad would jump from one step to another, or, so to 
speak, they would jump up the stairs, but they didn’t do it. 
Then the fishermen supposed we ought to have another fish 
ladder. We went to the remaining shore, the west shore, 
and cut a channel down through the rock over on the hill¬ 
side and built a concrete wall between that and allowed 
water to flow from the upstream side of the dam down 
through this rough rock channel we cut, and again the 
fishermen and the Fish Commission thought the shad would 
walk up that, but they didn’t. So that is about all there is 
to the fishway. 

[8546] Incidentally, all the fishways were installed as a 
result of the injunction brought against McCall Ferry 
Power Company, the decision on which specified two things: 
1, that the company should install fishways satisfactory to 
the Pennsylvania Fish Commission and fishways that the 
fish would use. The company installed fishways satisfac¬ 
tory to the Fish Commission but they never succeeded in 
making the fish use them. 

Q. In other words, the fishways are not in use at the 
present time. A. The fishways never were in use by the 
fish at least. They only satisfied the Court order. That 
they did in complete fashion, I understand. 

Q. And so far as you know they never will be used in 
the future—right! A. You mean for the fishf 

Q. As fishways. A. No, Conowingo built a dam 
down below and cut the shad off. In lieu of building any 
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more of those fishways that the fish wouldn’t use, Cono- 
wingo, and I know Safe Harbor, worked out an arrange¬ 
ment with the Pennsylvania Fish Commission whereby they 
would pay an annual amount each year in perpetuity for 
stocking the pond so that the fishermen would have fish. 

Mr. King : May I point out to your Honor that the 

order of the Court the witness has just referred to is 

Part 35 of Exhibit 27? 

[8547] By Mr. Hall: 

Q. Do you know the total cost of those fishways ? A. 
I don’t know. 

Q. Was it $64,000? A. That sounds like about the 
right figure. 

Q. In what account have you classified the $64,004.61? 

• • • 

The Witness: As I recall, Mr. Hall, it was classified 
in Account 302, but that was a rather difficult conclusion to 
reach because it seemed to me you could put it in 303 just 
as well. 

By Mr. Hall : 

Q. How about 322, Reservoir, Dams and Waterways? 
A. No, I don’t think you ought to put it there at all. 

Q. Why not? A. The reason is that it was compli¬ 
ance with the Court order and was a condition precedent to 
permit us to build the dam. It is a franchise or intangible. 
It is nothing physical, certainly. 

Q. Wasn’t the entire dam in compliance with Court 
order? A. No. All the Court order specified was that 
as a condition precedent to building the dam we had to 
provide one of these things for the fish to walk over. 

[8548] Q. So that the construction of the whole dam had 
to comply with the order of the Court—right? A. No, 
sir, the Court had nothing to do with the construction of 
the dam except to make the fishway a condition precedent 
to it. 
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Q. Will you refer to page 62 of the system of accounts, 
Mr. Gunn, particularly to Account 322? A. Yes, sir. 

Q. Certain numbered items are there listed? A. Yes, 
sir. 

Q. Do you know why those items are so listed? A. 
As indicative of the scope of the account, I suppose. 

Q. Would you look at item number 3? A. Yes, sir. 

Q. Do the fishways come under the word “Fish Lad¬ 
ders”? A. Not these fish ladders. 

Q. Why not? A. Because these fishways are in¬ 
tangible and were installed as a condition precedent to 
building the dam under a franchise right, or of that char¬ 
acter. They are certainly not physical property as that 
contemplates. 

If the fishways had been used for the fish and the com¬ 
pany was still maintaining them and they were performing 
as [8549] good a function as the fishways at Bonneville 
are said to perform, then you can put them in Account 322. 
But these are not that sort of fishways. The fish wouldn’t 
use them and therefore they are intangible costs, costs made 
necessary to acquire the company’s right to build the dam. 

Q. Are you saying that they became intangible because 
of non-use by the fish? A. No, because of the Court 
order. 

Q. Did the Court order the fish not to use those fish¬ 
ways? A. The Court ordered the fish to use it but the 
fish wouldn’t do it. 

• • • 

By Me. Hall : 

Q. Do you have Exhibit 25 before you, Mr. Gunn? 
A. Yes, sir. 

[8550] Q. Isn’t the entire amount of the fishways shown in 
Account 302 in the amount of $64,004.61? A. Yes, sir, I 
understand that is correct. In other words, the only cost 
of the whole Holtwood project in the nature of franchises 
and consents was the fishway. 
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Q. Would you please identify Mr. Bushong for the rec¬ 
ord? A. Mr. Bushong was for many years Pennsylvania 
Water and Power Company’s land agent or, I believe, Mr. 
Bortner’s predecessor. 

Q. What was Mr. Bushong by profession? A. I 
really don’t know, Mr. Hall. I knew very little about Mr. 
Bushong. As a matter of fact, I don’t recall that I ever met 
the gentleman. 

Q. What had been Mr. Bushong’s experience before 
joining Penn Water? A. I don’t know. 

Q. What were the exact duties of Mr. Bushong and his 
activities in connection with Penn Water? A. I don’t 
know. All I know is that his duties were in connection with 
the acquisition of land. 

Q. Where was Mr. Bushong located while in the employ 
of Penn Water? A. In Lancaster, or in the vicinity of 
Lancaster, I understand. 

Q. What was the nature of the promotion work Mr. 
Bushong [8551] did for Holtwood Power Company? A. 
Mr. Bushong was given the responsibility of setting up a 
plan of procedure in respect to the corporate organization 
and status of the company to have the chartered powers of 
producing steam generated energy, it being understood 
that the company would be subsidiary to Pennsylvania 
Water and Power Company. This, I believe, was in the 
early part of 1924. Mr. Bushong, with the assistance of 
Mr. Malone and others, prepared such a plan and gave 
consideration to the type of contract which would be en¬ 
tered into between the new company and Penn Water. He 
followed through the organization of the company and ob¬ 
tained such approvals as were necessary from the Penn¬ 
sylvania Public Service Commission. 

Mr. Zimmerman assisted Mr. Bushong in Mr. Malone’s 
place while Mr. Malone was absent from Lancaster. 

Q. What is your last answer based upon, Mr. Gunn? 
A. Based upon information given to me by Mr. Bortner. 
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By Mb. Hall: 

Q. What do you mean, Mr. Gunn, when you say Mr. 
Bushong obtained the approval from the Pennsylvania 
Commission? A. All the approvals that were necessary in 
connection with the setting up of Holtwood Power Com¬ 
pany. 

Q. Precisely what did he do? [8552] A. I can’t 
enumerate all of the details of what he did. I don’t have 
that information. 

Q. Can’t you give us some of the details? 

• • • 

The Witness: Well, for one thing they had to obtain 
from the State of Pennsylvania a charter for the company. 
Another thing, they had to obtain from the Public Service 
Commission of Pennsylvania what I believe they call a cer¬ 
tificate of public convenience or something, in any event, 
the right for a public utility to do business in the State of 
Pennsylvania. 

Q. Aren’t those duties usually performed by attorneys? 
A. Well, Mr. Malone was an attorney and Mr. Zimmerman 
was an attorney, and they both worked with Mr. Bushong. 

Q. What did Mr. Bushong do in connection with the ob¬ 
taining of a certificate of convenience and necessity and the 
charter? A. Did just what I said he did, and that is 
about all I know about it. 

Q. What do you mean when you say Mr. Bushong ob¬ 
tained a charter and the certificate of convenience and ne¬ 
cessity? A. I mean that he, together with the lawyers, 
obtained it. That is all I know. 

Q. By what process did Mr. Bushong obtain it? A. 
I don’t know. The same way I would, I guess, if I [8553] 
undertook to do it—go up and ask them for it. 

Q. What would you do in that connection? A. I 
would go up and tell the Public Service Commission what 
I wanted to do and ask them for a certificate. 
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Q. Did Bushong do that? A. I don’t know. I sup¬ 
pose he did. They must have gotten that idea across to 
him somehow. 

Q. Why didn’t the lawyers, Mr. Malone and Mr. Zim¬ 
merman, do that? A. Don’t ask me. I don’t know. 

Q. Had Mr. Bushong ever held any political office in 
Pennsylvania? A. I don’t know. 

Q. As a matter of fact, you don’t know exactly what 
Mr. Bushong did do, isn’t that so? A. That is what I 

told vou when vou started on this line of cross-examination. 

* « 

Q. Did Mr. Bushong prepare the charter? A. I 
don’t know. 

Q. Did he prepare the application for a certificate of 
convenience and necessity? A. As a matter of fact, I 
don’t know. I never saw either one of those documents. 
I assume he did, or assisted in it, certainly. 

Q. When did Mr. Bushong first come into the employ 
of [8554] Penn Water? A. About 1912. At that time 
I believe he was more or less serving in a minor capacity 
performing certain functions in connection with the ac¬ 
quisition of lands. 

If you recall, he first worked for a while, I believe, with 
Penn Water, and then when it was decided that the Lan¬ 
caster Company would build a 25-cycle line from Holtwood 
to Lancaster I believe he worked for the Lancaster Com¬ 
pany in connection with the acquisition of the right of way 
for that land. Then at some later date, I don’t remember 
just when, he came back into the employ of Penn Water. 

Q. Did Penn Water have an office in Lancaster? A. 
When? 

Q. During the time Mr. Bushong was employed? A. 
Part of the time they did, I understand. 

Q. Where was it located? Do you know? A. It was 
in the Woolworth Building for a considerable period of 
time. 

Q. Was that office listed under the name of Penn 
Water? A. What do you mean by “listed,” Mr. Hall? 
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Q. Was it listed in the telephone directory; was it 
listed on the door? A. I understand it was listed both 
ways, in the telephone directory as Pennsylvania Water 
and Power Company, and I [8555] think on the door Mr. 
Bushong’s name appeared. 

Q. How many employees did Penn Water have in Lan¬ 
caster besides Bushong? A. I don’t know. 

Q. Did they have any? A. I think they did. 

Q. Who were they? A. I think there was a stenog¬ 
rapher or a clerk or so, or something like that. I really 
don’t know very much about that, Mr. Hall. 

Q. Did Mr. Bushong or Penn Water keep any record 
of Mr. Bushong’s activities for the Holtwood Power Com¬ 
pany, including the time spent and the services performed? 

• • • 

The Witness: Well, so far as I know neither one of 
them ever kept a log of precisely how Mr. Bushong dis¬ 
posed of his time, hut the records of Penn Water, of course, 
show the results of Mr. Bushong’s work. It is my under¬ 
standing that considerable information has been given to 
the Commission Staff in that connection by Mr. Bortner 
as compiled from the company’s land records and from the 
company’s files and from various other sources of informa¬ 
tion. 

By Mb. Hall: 

Q. Over what period of time did Mr. Bushong perform 
his services for the Holtwood Power Company? 

• • • 

[8556] The Witness : His services began in the latter part 
of 1923, I believe, and continued up through the organiza¬ 
tion of the company. I don’t remember just what date 
that was. 

By Mb. Hall: 

Q. What period of time did the charges cover? A. 
A period the duration of which I do not know, Mr. HalL 
But as the company is now claiming the charges they were 
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all prior to August 16, 1925. If you will refer to Exhibit 
204 and to Item 22 you will find that the company is now 
conceding, on advice of counsel, an amount of $5,267.41 
which represents payments and costs in connection with 
Bushong’s services on the steam station which were in¬ 
curred after August 16, 1925. 

Q. Do you know what the amount of $5,267.41 repre¬ 
sents? A. It is my understanding that it represents 
Bushong’s salary and his office expenses. 

Q. When? A. After August 16, 1925. 

Q. What activities was he performing as a result of 
which this $5,267.41 was incurred? A. I really don’t 
know. It doesn’t seem to me it is of very much significance. 
We are not including it in the cost. 

• • • 

[8569] Q. When did Malone first become associated with 
Penn Water? A. About 1912, I understand. 

Q. Do you have any record of services performed by 
Mr. Malone for Penn Water prior to 1924? A. Well, we 
have the company’s files in which there is correspondence 
which indicates the character of some of the services, but 
I don’t have any catalog of them, if that is what you are 
asking. 

Q. Did Malone render an itemized statement to Penn 
Water of the work performed? A. I really don’t know 
whether or not he did. If he did it has been available to 
the Commission Staff, attached to the [8570] voucher— 
available to the Commission Staff and attached to the 
voucher probably. 

Q. Who made the distribution of Malone’s retainer 
fee to the various operating expense and plant accounts 
during the years he was associated with the company as 
counsel? A. I don’t know. 

Q. Prior to 1924. A. I don’t know, but I imagine 
it must have varied from time to time. By that I mean 
the person who made the distribution must have been 
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different from time to time during those years. But I 
really don’t know. 

Q. Does Penn Water have any records showing the 
basis of the distribution of Mr. Malone’s salary prior to 
1924? A. I really don’t know whether they do or not. 
What the company has has been available to the Commis¬ 
sion Staff for two and a half years. 

Q. Will you accept my statement that you don’t have 
that information? A. Yes, sir, if that is a fact I will 
accept it. 

Q. Do you know whether or not it is a fact, Mr. Gunn? 
A. No, sir, I don’t know whether or not it is a fact. 

Q. Does Penn Water have any records showing the 
properties purchased by Mr. Malone, if any, and his fees 
associated therewith? 

• * * 

[8571] By Me. Hall: 

Q. What services did Simpson, Thacher and Bartlett 
perform for the one thousand dollar fee charges to Flow- 
age Basin Account in 1915 on voucher No. 6892? 

• • • 

[8572] The Witness: I don’t know, Mr. HalL That is one 
of the more than 50,000 vouchers I haven’t memorized, or 
at least don’t remember now. 

• • • 

Q. Mr. Gunn, I show you voucher which was copied 
from a letter attached to Penn Water voucher No. 6892, 
December, 1915. The voucher is dated December 20, 1915. 
Does that serve to refresh your recollection? 

• • • 

[8573] The Witness: No, I can’t say that it helps me, Mr. 

HalL 

By Mb. Hall: 

Q. Do you recall why the one thousand dollars was 
charged to the flowage basin account? A. No. Naturally 
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I don’t recall because I was not present when it was done. 
The reason it was left there was because in my determina¬ 
tion—left there in my determination of original cost was 
because of the fact I believed the people who put it there 
knew more about it than I did, and I considered it to be 
attached to the legal services rendered in connection with 
that Woelpper injunction suit, and that was rather a com¬ 
plicated litigation which the company ultimately had to 
settle in order to obtain the right to use their dashboards. 

Q. Didn’t a Mr. Hensel, a local attorney, represent 
Penn Water in that case? A. I believe he was connected 
with it in a legal capacity at one time. So was Simpson, 
Thacher and Bartlett at one time, according to that bill 
you refreshed my recollection with. 

Q. What part did Simpson, Thacher and Bartlett play 
in connection with the suit? A. I don’t know any more 
than you see on that document, which is voucher num¬ 
ber— 

• • • 

[8583] Q. Mr. Gunn, was Mr. Bushong a full-time employee 
of Penn Water? A. When? 

Q. During the period that his charges are accrued in 
that period we were discussing this morning. A. We 
discussed all sorts of periods this morning. 

Q. During the period that his expenses were claimed 
as part of Holtwood Power Company cost? A. I be¬ 
lieve he was. 

Q. How about 1911 to 1924? Was Mr. Bushong a full¬ 
time employee of Penn Water? A. I really don’t know. 
There was a part of that time when he was not an employee 
at all, of course, that [8584] being the time he was work¬ 
ing for the Lancaster Company on the purchase of the 
right of way for that 25-cycle transmission line. I really 
don’t know what his status and basis of employment was 
during that period. I have the impression it varied from 
time to time. 

• • • 
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[8590] Q. What services did Simpson, Thacher and Bart¬ 
lett render in connection with the charge of $3,975.53 to 
flowage basin in 1923? 

• • • 

[8591] The Witness: I don’t recall the transaction, Mr. 
Hall. 

[8595] Q. Mr. Gunn, what was the nature of the river ob¬ 
servations made by Penn Water during the period from 
1911 to 1924 and charged to the flowage basin account? 
A. They were made in connection with the establishment 
of rating curves and water surface profiles for backwater 
data. These studies became basic original data useful in 
the acquisition of properties and also in the operation of 
the plant. The data required could be obtained only by 
checking up on the Susquehanna River and its tributaries 
in the Holtwood area under varying flow conditions. This 
probably led to the use of the title “River Observation” 
which, in my opinion, does not properly describe the work 
performed. 

Q. What title did you use, Mr. Gunn? A. Did I use? 

Q. Yes. A. I didn’t have any occasion to use any 
title at all. I simply described what the work was. 

Q. How would you describe the work? A. Just the 
way I finished describing it. 

[8596] Q. WThat title would you substitute for river ob¬ 
servations? A. If I would substitute one I would sub¬ 
stitute the description I gave you. I don’t see any reason 
for characterizing it so long as you know what it is. 

Q. Does Penn Water have a record of the nature of 
each river observation, the date the observation was made, 
and the purpose of the observation? A. I really don’t 
know. I haven’t had any occasion to determine whether 
they have that record or not. They have the results of all 
the observations, but as to the date on which they were 
made and those details I don’t know whether or not they 
have them. 
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Q. Do you have the costs associated with those river 
observations? A. Yes, sir. 

Q. With each observation? A. No, certainly not. 
I have the total cost of them. 

Q. How did the observations aid in the operation of 
the Holtwood plant ? A. It gave the company knowledge 
of what would be the consequences of not doing enough 
experimenting to be able to predict with certainty the point 
at which the dashboards would fail, and thus avoid becom¬ 
ing entangled with the landowners and get more lawsuits 
on their hands. It goes back to the [8597] simple justifica¬ 
tion for doing the experimental work they did in connec¬ 
tion with the dashboards we covered this morning. 

Q. What was the nature of the work done by the per¬ 
sons whose time and expenses were charged to dowage 
basin sub-account 6, 6-E, and 6-L during the period from 
1911 to 1924? A. Mr. Hall, are you referring to the 
Item 3 on Exhibit 204, or are you referring to something 
else? 

Q. That is the item, Mr. Gunn. A. That item covers 
an allocation of engineering salaries and expense and the 
portion charged to the dowage basin account represents 
engineering work related to property acquisitions. I be¬ 
lieve that in general it covers property survey, topographic 
surveys, setting of monuments on property corners, making 
of record drawings, studies for the relocation of roads and 
bridges, establishment of permanent bench marks, and 
other engineering field work. 

Q. You stated that you believed it represented those 
various things. Do you know it to be a fact that the charge 
does represent those things? A. Yes, I believe it can be 
established with certainty. 

Q. Do you know it to be a fact? A. Have I person¬ 
ally investigated it? 

Q. Yes. A. No, sir. Mr. Bortner did that. I 
couldn’t do everything personally, Mr. Hall. 

[8598] Q. Do you have the cost associated with the various 
items you mentioned? A. No. As a matter of fact, it 
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would be impossible to keep the cost that way, even for an 
accountant to do it. 

• • • 

By Mr. Haul,: 

Q. Does Penn Water have time slips and other payroll 
data showing the amount of time spent by each of the 
persons whose salary is charged to the flowage basin sub¬ 
account 6 and 6-L, the nature of the work performed and 
the expenses [8599] associated therewith? A. No. 

Q. Has the company been able to segregate any spe¬ 
cific charges to sub-accounts 6, 6-E and 6-L, or the associ¬ 
ated accounts 6-N, 6-0 and 6-P, as representing the cost 
of surveying specific properties? A. No. 

Q. Has the company made an investigation to deter¬ 
mine when each property was first surveyed and the date 
and extent of the subsequent surveys? 

• • • 

The Witness: I don’t believe I understand your ques¬ 
tion, Mr. Hall. Could you break it down into two pieces? 
I don’t understand the first-surveyed and second-surveyed 
business you have in the question. 

By Mr. Hall: 

Q. Has the property been surveyed more than once? 
A. I really don’t know. Mr. Bortner is responsible for 
that work and he would have to supply that detail. 

Q. Mr. Gunn, when you mentioned a while ago topo¬ 
graphical surveys what did that cover? A. Covered just 
that, topographical survey. 

Trial Examiner: That is to determine the water 
levels at various stages, in other words, to determine 
what the outline [8600] of the basin would be at vari¬ 
ous stages. 

The Witness: Yes. 
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By Mr. Hall : 

Q. Mr. Gunn, did Penn Water bring suit against the 
Susquehanna Power Company in 1925 in connection with 
the plans of the Susquehanna Power Company to build a 
dam at Conowingo on the Susquehanna River? A. Well, 
there was a suit. I don’t recall who brought it. 

Q. What was the nature of the controversy between 
the two companies? A. The Conowingo Company was 
attempting to infringe Penn Water’s water power rights. 

Q. In what respect? A. By flooding them into the 
Penn Water’s tailrace. 

Q. How was that controversy settled? A. It was 
settled as a result of Penn Water’s having established the 
validity of their water power rights, and as [8601] a result 
of that the litigation was set aside or held in abeyance or 
something and Penn Water entered—and Penn Water and 
Susquehanna Power Company entered into an agreement 
whereby Susquehanna Power Company would flood back 
into the Holtwood Company’s tailrace to the elevation 108, 
I believe, 108.5. 

Q. Did Penn Water give up any of its land or flowage 
rights or claim to land or flowage rights to Susquehanna 
Power Company or its associates in that settlement? 

• • • 

The Witness: No, I don’t think you could properly 

say they gave up any. I think you might say they leased 
them to the Conowingo Company. I believe that would be 
a more proper description of the transaction. 

By Mr. Hall: 

Q. As far as claims for land is concerned, a status quo 
was maintained for the term of the contract—right? 

• • • 

[8602] The Witness: What do you mean by “status quo”? 

I don’t understand the question in the first place. 
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By Mr. Hall: 

Q. No one transferred any lands or no one gave up 
any rights? A. Penn Water did just what I said. They 
leased their water power rights to Conowingo Company. 
At least that is my understanding of the transaction. 

Q. Did Penn Water incur any expense in connection 
with the controversy with Susquehanna Power Company? 
A. Yes, they incurred some expense in defending the [8603] 
validity of their ownership to the water power rights. 

Q. What was the total amount of that expense? A. 
$39,301.46. 

Q. Where was that amount charged on the books? 
A. Flowage basin account, I am told. 

Q. In what account have you reclassified this expendi¬ 
ture in your original cost claim? A. It was reclassified 
in the original cost study to Account 303, miscellaneous 
intangibles. 

Q. Why did you include the expenditure in Account 
303? A. It was rather a hazy item and it seemed to me 
that it might as well be put there as any other place. 1 
have no brief for it. It doesn’t seem to me to make any 
difference whether you put it there or in some other account. 
My only concern is that you leave it in the capital invest¬ 
ment. 

• • • 

[8607] By Mr. Hall: 

Q. What -was the character and scope of the work per¬ 
formed by Penn Water during the years 1929 to 1932 under 
your Job Order C-791, extension of triangulation system, 
Mr. Gunn? 

• • • 

The Witness: That work, that is the extension of the 
triangulation system, and that job to which you referred, 
Mr. Hall, was one of two jobs, the other being job order 
C-970, and being entitled “Property Ties to Triangulation 
System.” 
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Mr. Bortner was sponsor engineer on these jobs and 
is familiar with the costs incurred. I have discussed these 
matters with him and have some knowledge of installing 
a permanent triangulation system and connecting thereto 
all of the isolated property surveys. It is common practice 
to establish a base network where property surveys of 
several [8608] properties are to be made over a large area. 
Such a system exists in the Safe Harbor development and 
is included as a part of the original cost of that project. 
The triangulation system established at Holtwood is a per¬ 
manent system and the control points consist of brass plugs 
set in rock or pipes set in concrete. By connecting inde¬ 
pendent property surveys to the system the geographic re¬ 
lationship of independent property surveys is determined. 
This simplifies the plotting of maps, the replacement of 
missing property monuments, future defense of property 
ownership, and the making of additional property surveys. 
The existence of a permanent base network is also of value 
when surveys of river coal deposit are made from time to 
time. I have been informed by Mr. Bortner that in his 
opinion the existence of the triangulation system saved 
approximately 1100 man-days of field and office work in 
establishing the bearings and distances of the project 
boundary line required to be filed in connection with Ex¬ 
hibit K-1A and K-1C of the application for license filed by 
Penn Water. 

By Mr. Hall: 

Q. What was the extent of the territory covered by 
the work performed under job order C-791? A. Covered 
the flowage basin. 

Q. How does this work tie in with the work done by 
the U. S. Geodetic Survey? [8609] A. The U. S. Geodetic 
Survey tied in to the company’s triangulation point and 
used that, and beginning from that point, made their own 
extension beyond what the company had done. 

Q. I think you referred to the territory being covered 
as the Holtwood flowage basin. Is that the same thing as 
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the Holtwood project? A. Flowage basin is part of the 
project. 

Q. Did it cover only that part? A. Well, when I 
refer to the flowage basin, Mr. Hall, I am referring to all 
of the lands necessary and used and useful in the Holtwood 
project. 

Q. What was the total cost of work under job order 
C-791? A. $3,338.25. 

Q. How is that amount classified in your claimed cost? 
A. I don’t recall how it is classified, Mr. Hall. 

Q. Does that answer apply to the amount of $3,151.71 
which was incurred under job order C-970? A. Yes, sir. 

• • • 

[8610] By Mr. Hall: 

Q. What were the duties and activities of the Lan¬ 
caster office during the period from 1911 to 1923? A. 
Mr. Bushong and the Lancaster office from which he 
operated, and where the expenses were incurred, was real 
estate agent for the company for many years and it is my 
recollection that between 1912 and 1924 he acquired a total 
of 64 properties, some of the negotiations lasting over 
periods as long as nine years. I do not have any detailed 
information as to the identity or location of the properties 
acquired. In my opinion, based upon the facts submitted 
to me by Mr. Bortner, which facts I do not recall in detail, 
the salary of Mr. Bushong and the expense of the Lancaster 
office for the period from 1910 to 1924, were properly 
claimed as original cost of electric plant. 

Q. Is it claimed in connection with purchases made of 
property? A. Yes, I believe that is correct. 

Q. Did Mr. Bushong submit regular time reports 
covering his activities during the period from 1911 to 1924? 
[8611] A. I don’t know whether or not he did. I haven’t 
seen them if he did. 

Q. Did Mr. Bushong submit periodical reports? A. 
I never have seen any such reports. I really don’t know. 
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Q. Mr. Gunn, when you were just discussing Mr. 
Bushong’s salary did you intend to include the entire Lan¬ 
caster office? A. You mean expenses? 

Q. Yes. A. Yes, sir. Those appear, Mr. Hall, as 
items 7 and 8,1 believe, on Exhibit 204. 

I beg your pardon. They are items 6 and 7 on Ex¬ 
hibit 204. 

Q. Mr. Gunn, with respect to the amount claimed in 
item 17 of Exhibit No. 204, is that also claimed in connec¬ 
tion with the purchase of land? 

• • • 

The Witness: Yes, sir. 

By Mr. Hall: 

Q. Mr. Gunn, isn’t it a fact that you have included in 
Penn Water’s original cost claims as plant items, amounts 
previously charged by Penn Water to operating expenses? 
A. Yes, sir. 

[8612] Q. Did you ascertain whether the amounts you so 
restated had been charged to operating expenses in ac¬ 
cordance with management’s discretion pursuant to ac¬ 
counting practices it was then following? A. I deter¬ 
mined they were not, that rather they were accounting 
errors and the amounts so claimed are, of course, repre¬ 
sentative of physical property. 

Q. Did you determine that there were accounting er¬ 
rors or did someone else determine that for you? A. I 
think the conclusion was reached by me in conference with 
the company’s accountants and lawyers. 

Q. Is that determination based upon your present 
judgment as to the appropriate classification of such 
amounts? 

• • • 

The Witness: By that determination you are refer¬ 
ring back, are you, Mr. Hall, to the determination that these 
were accounting errors? 
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By Mb. Hall: 

Q. To the restatement. A. Of course it was based 
upon my judgment in 1939 and 1940. 

Q. And the discussion we have just had, Mr. Gunn, 
applies equally as well to the restatement of items from the 
[8613] depreciation reserve? 

Mb. King: What do you mean * 1 discussion you 

have just had”, Mr. Hall? You mean the reasons 

the witness has given for claiming the amounts? 

Mb. Hall: That is right. 

The Witness: Yes, I would say it applied to those, 
also. It all goes back, of course, to the basic necessity of 
determining the original cost of the company’s property. 

By Mb. Hall: 

Q. What in your opinion did you consider was an ac¬ 
counting error? A. Well, as I recall about 130 examples 
of it included in the company’s claim for original cost. 

Q. What is your definition for accounting error? A. 
I don’t have any particular definition in mind. It is some¬ 
thing accounted for incorrectly. 

Q. Who decided that those items were accounted for 
incorrectly? A. I did, with the assistance of the com¬ 
pany’s accountants and lawyers. 

Q. What standard did you apply in making that de¬ 
termination? A. Several standards. I applied the 
classification of accounts of Pennsylvania Commission in 
effect at the time the accounting was done, the fact that 
the company had or had not [8614] followed a consistent 
policy, and I found they had not, and I also considered the 
fact that some of the accounting errors were errors in the 
treatment of property replaced in kind, some of the other 
items involved betterments, some other items involved out¬ 
right additions to property, and that they were all in vio¬ 
lation of the system of accounts in effect at the time the 
accounting was done. That seemed to me to make them 
erroneous. 
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It seems to me that the instruction 2-B of the Federal 
Power Commission’s classification of accounts requires 
they be corrected. In any event, whether it requires it or 
not, it most assuredly permits it. 

Q. Mr. Gunn, I show you at this time the original affi¬ 
davit signed by Pliny Fisk, Sr. which affidavit is part 9 of 
Exhibit 27. Do you recognize that document? A. Yes, 
sir. 

Q. Attached to that affidavit are two documents. Is 
that right? A. Yes, sir. 

Q. Each of them bears Mr. Fisk’s initials? A. Yes, 
sir. 

Q. Is the first document the prospectus and underwrit¬ 
ing agreement of March 1,1905, which was incorporated as 
part 5 of Exhibit 27 ? A. Yes, sir. 

[8615] Q. Is the other document the bond and stock pur¬ 
chase agreement of March 25, 1905 which is incorporated 
as part 10 of Exhibit 27 ? A. Yes, sir. 

• • • 

By Ms. Hall: 

Q. Mr. Gunn, in connection with obtaining Hutchin¬ 
son’s affidavit which is part 1 of Exhibit 27, how many times 
did you personally contact Hutchinson? A. That ques¬ 
tion gives me a little trouble, Mr. Hall, for this reason: 
I contacted Hutchinson, I would say, seven or eight times, 
perhaps, in the course of the period of time between my 
first contact with him when I asked his assistance in con¬ 
nection with the original cost study and the period when 
I last was in indirect contact with him through his lawyer 
at the time the affidavit was obtained. 

I don’t know whether you could say that all of those 
contacts were, to use your words, for the purpose of ob¬ 
taining the affidavit. They were for the purpose of obtain¬ 
ing Hutchinson’s assistance in connection with the original 
cost. 
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Q. Where was Mr. Hutchinson located at the times you 
conferred with him? A. Various places. I conferred 
with him first, I believe, [8616] in Miami, Florida. 

Q. When? 

• • • 

The Witness : I believe that was in January or Febru¬ 
ary of 1938 that I conferred with him. That is as close as 
I can recall it. 

By Me. Hall: 

Q. Is that the only time you conferred with Mr. Hutch¬ 
inson in Miami? [8617] A. That was the only time I 
conferred with him, but I went to Miami on the occasion 
of obtaining his affidavit a year later. I didn’t confer with 
Mr. Hutchinson at that time but rather with his personal 
lawyer. 

Q. Do you recall just exactly when you conferred with 
his lawyer? A. Well, I would say it was a couple of days 
prior to the 14th day of January, A. D. 1939. 

Q. You have stated you saw Mr. Hutchinson in Miami. 
When did you next see him? A. I believe the next occa¬ 
sion was perhaps a month or six weeks later. 

• • * 

[8619] By Me. Hall: 

Q. What conferences did you have with Hutchinson 
other than the one you referred to being held in Miami? 
A. As I recall in about six weeks or some such period. Mr. 
Hutchinson came to our Baltimore office at that time, I be¬ 
lieve, and spent one or two days going over documents and 
discussing his recollections of McCall Ferry with us. I be¬ 
lieve he came to the Baltimore office twice, but I don’t re¬ 
member the date of the second trip to Baltimore. 

Then on one and perhaps two occasions I saw Mr. 
Hutchinson in New York at the University Club where he 
lived when he was in New York and discussed various as¬ 
pects of the McCall Ferry history with him. 
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Q. Who was present at your conferences in Baltimore? 
A. In general Mr. Eichhorn and Mr. Chase, and for a part 
of some of the conferences Mr. Walls was present and I 
believe on one occasion Mr. Higgins was present. 

Q. Who was present -when you conferred with Hutchin¬ 
son in New York? [8620] A. I don’t believe there was 
anybody present at those conferences but myself. 

Q. Who was present at your conferences with Mr. 
Hutchinson in Miami? A. Mr. Higgins. 

Q. Was there any reason for waiting until January of 
1939 to obtain Hutchinson’s statement? A. Yes, a very 
good reason. 

Q. What was that? A. I had no expectation but 
what Mr. Hutchinson -would be alive and able to appear at 
the hearing when it came to the question of our original 
cost, and, as a matter of fact, I discovered his physical con¬ 
dition as a result of having -written a letter to make another 
engagement with him to come to our Baltimore office for 
further assistance. The response to my letter to Mr. Hutch¬ 
inson was a reply from his lawyer saying that he was in 
very bad health and that if we wanted any further help 
from him we had better get it immediately. 

As I recall, I left Baltimore within one or two days 
and went by plane to Miami to see Hutchinson’s lawyer 
after I learned of his condition. 

Q. Was the first time you saw Rhinehart at the time 
you went to get the affidavit in January of 1939? A. Yes, 
sir. 

Q. Rhinehart had no personal information as to the 
[8621] early history of the project nor the detailed data 
you possess as a result of your prolonged study. Isn’t that 
so? 

• • • 

The Witness: That is true. He didn’t have any prior 
to the time I gave it to him. 
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By Me. Haul: 

Q. Did you go with Mr. Rhinehart when he conferred 
with Hutchinson with respect to the affidavit? A. No, 
sir. 

Q. Did Rhinehart deem it inadvisable for you to accom¬ 
pany him? A. I don’t remember why I didn’t go. 

Q. Was Hutchinson’s physician present when he signed 
the affidavit which is Part 1 of Exhibit 27 ? A. Who do 
you mean by ‘ ‘ he ” ? You mean when Hutchinson signed the 
affidavit? 

Q. Yes. A. I really don’t know. There is included 
in Part 1 of Exhibit 27 the physician’s statement as to 
Hutchinson’s condition. 

Q. Hutchinson died on January 16, 1939, didn’t he? 
A. About that date, I believe. He died a very few days 
after the affidavit was obtained from him. 

Q. Mr. Gunn, will you refer to page 9 of Exhibit 27? 
What is the illegible and obscured scribbling which appears 
[8622] above the words 4 ‘his” X mark? A. I under¬ 
stand it to represent Hutchinson’s attempt to sign the docu¬ 
ment. 

[8623] Q. Is that what you were told or is that merely an 
assumption on your part? A. That is an assumption on 
my part. I don’t know I ever actually inquired. 

Q. Did Mr. Hutchinson have assistance in making the 
“X”mark? A. I don’t know. I would have to ask Mr. 
Rhinehart that question. 

Q. Who was present at your conference with Pliny 
Fisk, Sr. ? A. I don’t believe anyone was. I think I saw 
him by myself. 

Q. That conference took place in June of 1938, right? 
A. At about that date as I recall it. 

Q. Was Mr. Fisk in the hospital at that time? A. 
No, sir. 

Q. Where was he? A. At his home in New York. 

Q. Fisk died March 30,1939, right? A. That sounds 
to me about right, Mr. Hall. I don’t recall. 
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Q. Was Mr. Fisk ill at the time you conferred with 
him? A. No, not that I knew of. 

Q. How long a conference did you have with Mr. Fisk? 
A. I would say it was three or four hours. 

[8624] Q. Were you just starting out seeking information 
when you conferred with Fisk? A. No, I had already 
done a considerable amount of groundwork in accumulating 
information. The situation with which I was confronted 
was this: I had a large number of documents and couldn’t 
manage to put them together so that they made a story that 
sounded reasonable. So I went to Mr. Fisk primarily to 
get his memory or judgment as to how those documents 
fitted together to state the true facts concerning McCall 
Ferry’s history. 

Q. Did you participate in the search made by Pliny 
Fisk, Jr. and W. D. Cole for the records of Harvey Fisk 
and Sons? A. What do you mean by participate, Mr. 
Hall? 

Q. Did you aid in their search for the records of Har¬ 
vey Fisk and Sons? 

Mb. King: You mean did he go with them? 

Mr. Hall: Yes. 

The Witness: No, I didn’t accompany them. 

By Mr. Hall: 

Q. Do you know where the search was made? A. 
Various places as I understand it. 

Q. Where, for instance? A. I don’t recall offhand 
other than one specific place I know of, the Pliny Fisk 
Financial Library at Princeton. [8625] It is my under¬ 
standing that Mr. Cole or Pliny Fisk, Jr. communicated 
with a number of previous employees of the Fisk firm, but 
the names of them I don’t recall at the moment. 

Q. Do you know over what period of time that search 
extended? A. As I recall it it was six weeks or two 
months. 




Donald Gunn, Cross 


1235 


Q. Why didn’t you go back and talk with Mr. Fisk sub¬ 
sequent to June, 1938 after you, as a result of your further 
consideration and study, had become more familiar with the 
history of the project? A. Because Mr. Fisk asked that 
I handle the matter through his personal lawyer and 
through his son. 

Q. How old was Mr. Fisk when he died? A. I don’t 
recall, Mr. Hall, but he was well advanced in years. He was 
over 75, maybe more. 

Q. Do you know whether Mr. Fisk actually dictated the 
answers contained in his statement which comprises pages 
70, 71, 72 and 73 of Exhibit 27? A. No, I do not. You 
will have to ask Mr. Cole that question. It could be ascer¬ 
tained, I think. 

Q. Had you seen the statement of Mr. Fisk after it was 
prepared but before it was signed by Mr. Fisk? A. No, 
sir. 

Q. Mr. Gunn, will you refer to the last paragraph on 

page 75 of Exhibit 27? [8626] A. Yes, sir. 

• • • 

By Mr. Hall: 

Q. You there state “It is also desirable that he initial 
the exhibits.” First, what exhibits did you have reference 
to? A. The exhibits which are referred to in the first 
paragraph on page 74 in the first sentence. 

Q. Are those the exhibits included in the participa¬ 
tion? 

• • * 

The Witness: I don’t believe they are as I recall it, 
Mr. Hall. If you will notice, the question and answer state¬ 
ment of Mr. Fisk is dated December 29, 1938, and as I re¬ 
call the documents which I identified this afternoon, and 
which were initialed by Mr. Fisk and attached to Fisk’s 
original statement, were submitted to him in connection 
with that question and answer statement. 

[8627] Then the question and answer statement did not 
contain all of the information we wanted and we prepared, 
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apparently, another document between that date and Janu¬ 
ary 9th, together with a substantial volume of exhibits and 
sent those to Mr. Cole on January 9, 1939. Of course, at 
various times various of the parts of Exhibit 27 had been 
supplied to Mr. Cole and had been discussed by him with 
Mr. Fisk, but I can not now recall just what the list of docu¬ 
ments was which w'ere so supplied. 

• • • 

By Mr. Hall: 

Q. Why was it desirable for Mr. Fisk to initial the 
exhibits referred to in the last paragraph on page 75 of 
Exhibit 27 ? A. I think probably I got the idea from the 
fact Mr. Cole had him initial the first two exhibits submitted 
to him, although I have not been able to find initialed copies 
of those exhibits and I have a vague recollection that Mr. 
Cole forgot to ask him to initial them and he didn’t do it. 

Q. Mr. Gunn, will you refer to Transcript page 6921, 
line 4? A. Yes, sir.. 

Q. Isn’t it a fact that in June of 1905 McCall had only 
$6,400,000 cash available from bond subscriptions [8628] 
rather than the $7,267,500 referred to at that point? 

• • • 

The Witness: That depends, Mr. Hall, on how you 
interpret it. The figure referred to at that point of 
$7,267,500 is the total amount realized from the sale of 
bonds. That amount reduced by the cash payment to Hutch¬ 
inson and the cash payment to Harlow-McGaw, which pay¬ 
ments were made by Susquehanna Contracting Company, 
equals the $6,400,000 which Susquehanna Contracting Com¬ 
pany was to turn over to McCall Ferry Power Company, or 
was holding available for McCall Ferry Power Company. So 
what in effect happened w’as that Susquehanna Contracting 
Company paid for the property of Harlow and McGaw out 
of the $7,267,500 and had $6,400,000 left for McCall Com¬ 
pany to use in constructing its plant. 
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By Me. Hall : 

Q. In referring to the Harlow-McGaw and Hntchinson 
lands at that point in the transcript you included in those 
amounts the payments of cash by Susquehanna to Hutchin¬ 
son and Harlow-McGaw? 

• • • 

The Witness: At what point? 

[8629] Mr. Hall : Page 6921, line 4. 

• • « 

By Mb. Halt,: 

Q. Mr. Gunn, will you refer to page 6921 of the tran¬ 
script, lines 6 and 7. Isn’t it a fact that the amount of 
$13,772 and $1,221,000 and $450,000 includes the cash paid 
by Susquehanna Contracting Company to Hutchinson and 
Harlow-McGaw and Pullen? A. Yes, sir, that is correct. 

Q. The remaining cash due from Susquehanna Con¬ 
tracting Company to McCall was the amount of $6,400,000? 
A. Yes, sir, that is correct. 

[8630] Q. Then the $8,951,772 referred to in line 6, tran¬ 
script 6921 should be $8,084,722. Bight? A. Yes, sir, 
that is correct. § 

Q. That is correct, substituting the $6,400,000 for the 

$7,267,000. A. Yes, sir, that would make it correct. 

• • • 

[8638] Mb. King: Mr. Examiner, Mr. Goldberg’s state¬ 
ment eliminates from discussion the question of the affi¬ 
davits contained in Exhibit 27. As I understand it, 
he does not object to their admissibility, but his com¬ 
ments on them relate to their weight, which, of course, 
is for your Honor to decide at the conclusion of the 
case. So I think there need be no further discussion as 
to the affidavits. 

[8639] Mr. Goldberg: I object to their admissibility but 
not on the ground they are ex parte statements and 
the persons who made the affidavits are not presented 
for cross-examination. 
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[8680] GEORGE W. SPAULDING. 

• • • 

Re-Cross-Examination. 

By Mr. Goldberg : 

• • • 

[8700] Q. What is wattless energy? A. What is it? 

Q. That is right. A. I am trying to think of an an¬ 
swer which doesn’t go too far into the textbook, Mr. Gold¬ 
berg. 

Q. Keep my head above water. A. Wattless energy 
may be produced by a synchronous condenser or by the op¬ 
eration of any other generator by adding or absorbing a 
magnetizing current in the circuit, and the introduction of 
magnetizing current changes the characteristic of the sup¬ 
ply or of the service, as the case may be. 

• • • 

[8712] Q. These two—220 K. V. Safe Harbor-Baltimore- 
Washington transmission lines at times carry backfeed en¬ 
ergy for purposes of interchange. Am I right so far? 
A. They do. t 

Q. And the interchange is between Penn Water and 
[8713] Pennsylvania customers, or the northern customers 
as they are referred to in the record? A. That is cor¬ 
rect. 

• • • 

In some cases, of course, Safe Harbor is a party to 
those contracts. 

Q. I don’t want to get into that right now. A. I 
don’t want to introduce it, either, but I wanted to be sure 
the record was clear. 

• • • 

Q. * * • Now, then, the interchange results from sav¬ 
ings of benefits not only to Consolidated but to the Penn¬ 
sylvania customers, right? A. That is correct. 

Q. The two—220 K. V. Safe Harbor-Baltimore- 
Washington transmission lines are involved in bringing 
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about those benefits—right? A. Among other facilities 
which are required in addition to the lines between Holt- 
wood and Safe Harbor and Baltimore. 

Q. Right now I am talking about the two—220 K. V. 
Safe Harbor-Baltimore-Washington transmission lines, and 
what I have said is right as to those lines—right? A. 
That is correct. 

Q. But the allocation you made of the costs of those 
[8714] two—220 K. V. Safe Harbor-Baltimore-Washington 
transmission lines is entirely to Consolidated—right? A. 
Properly so. 

Q. It is entirely with Consolidated? A. That is cor¬ 
rect. 

• • • 

[8719] Q. Are you saying that with your present contracts 
which you have with your customers to the north you could 
just [8720] as well get along without this backfeed from 
Consolidated for firm power purposes? 

The Witness: May I have the question again? 

(Question read.) 

The Witness: Yes. Limited only by the fact that 
today and perhaps for the next few months the cost of 
generation is a little lower on the Baltimore-Washington 
system than it is in Pennsylvania, but if the cost of such 
energy was lower to the north, lower on the northern sys¬ 
tems, the very same method of operation and the philosophy 
of our contracts would be such that we would purchase such 
supplemental energy from the north rather than from Bal¬ 
timore, and we would then also be supplying Baltimore with 
interchange energy from the north rather than receiving 
backfeed from Baltimore Company. 
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[8743] STANLEY W. ROLAND. 

• • • 

[8746] Cross-Examination (Continued). 

By Mr. Myse: 

Q. Mr. Roland, at various places in your direct testi¬ 
mony, you mentioned the Safe Harbor Water Power Cor¬ 
poration, and in order to get the record straight on it, I 
ask if Safe Harbor is a licensee under the Federal Power 
Act. 

Mr. Goldberg: Mr. Examiner, I object to that as 
a legal question. 

Trial Examiner : I will permit it as a preliminary 
question. 

The Witness: That is my understanding that Safe 
Harbor is a licensee. 

[8747] By Mr. Myse : 

Q. Do you know what project number it has? A. 
No, I don’t recall what the number of the project is. 

Mr. Goldberg : I am willing to stipulate that it is 
No. 1025. 

Mr. Myse : All right. 

• • • 

[8748] Q. Well, is the power from Safe Harbor used to 
serve the Pennsylvania Railroad? A. In part, yes. 

Q. Is it used to serve other public utilities who use it 
to serve the public? 

Mr. Goldberg : What do you mean by public util¬ 
ities in that question? 

Mr. Myse: Well, Pennsylvania Power and Light 
Company, for example. 

The Witness: Energy generated by Safe Harbor 
would be delivered to Pennsylvania Power and Light and 
sold by them to their customers, I presume. 
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[8749] Q. Now, will you turn to page 981 of tlie record, if 
you have the copy before you? Now, beginning at line 8 
your counsel asked you the following question: 

“Do Holtwood and Susquehanna own and operate 
facilities for such transmission and sale at wholesale 
which are not used only for the transmission of electric 
energy which is not transmitted from any state and 
consumed at a point outside thereof.’’ 

You remember that question, do you not? A. Yes. 
Q. And a little bit later on you say “Yes, that follows 
from one of my previous answers.” 

Do you remember that testimony? That is down at 
lines 20 and 21. A. Yes. 

Q. Now, can you point out for me to which of your 
previous answers you are referring in that answer? A* 
Well, I expect it would take in quite a bit of my previous 
testimony in which I pointed out that these facilities were 
used for transmitting energy from one state to another. 

Q. Now, just a minute. You say, “Yes, that follows 
from one of my previous answers.” I would like to know 
which of your previous answers you are referring to there. 

Trial Examiner: Look at 979. 

[8750] The Witness: Pardon? 

Trial Examiner: Look at 979. 

The Witness: I don’t find it right at the moment. 

By Mr. Myse: 

Q. Well, there are only two or three pages previous to 
that where you testified on that subject, isn’t that so? A. 
Yes. It is one of those lawyer’s kind of questions, I mean, 
which has so many double negatives in the darned thing 
that I—I don’t find it right now. . 

• • • 

[8754] Mr. Myse : Will you check, Mr. Roland, and come 
back with an answer at some future time? 
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The Witness: Yes, sir. 

By Mr . Myse: 

Q. By the way, your testimony was prepared testi¬ 
mony, was it not? 

Mb. Goldbebg: What do you mean by prepared 

testimony? 

Mb. Myse: Prepared in written question and an¬ 
swer form before you came into the hearing. 

The Witness: That is correct. 

By Mb. Myse : 

Q. And you spent some time in preparing that testi¬ 
mony? A. Yes. 

Q. As well as this answer line 20 to 21, page 981? A. 
Well, it wasn’t just an offhand answer, I gave [8755] it 
consideration, yes. 

Q. Now, in the light of your answer at page 981, what¬ 
ever it means, do you agree that the facilities of Penn 
Water, not used for generation, are not necessarily used 
for transmission and sale of energy at wholesale trans¬ 
mitted from a state and consumed at any point outside 
thereof? A. You are talking about facilities not used for 
generation, that is the first part of it? 

Q. That is right. A. Are not used, did you say? 

Q. Are not necessarily used. A. Are not necessarily 
used for the transmission or sale? 

Q. Transmission and sale. A. At points outside of 
a state, I mean, is that added to it? 

Q. If you want the question reread, the reporter will 
reread it to you I am sure. 

Trial Examines: Read the question again. 

(Question reread.) 

The Witness: Does it mean exclusive use in your ques¬ 
tion. You mean used exclusively for transmission and sale, 
at points outside of the state? 
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Mb. Myse : I will accept that. 

[8756] By Mb. Myse: 

Q. Can yon answer the question with that amendment? 
A. Well, I will agree that Penn Water owns and operates 
facilities which are not used exclusively for transmission 
and sale at points outside the state. 

Q. Well, the fact that they are not used for generation, 
however, does not mean that they are used for transmission 
and sale of energy which crosses state lines, isn’t that 
right? A. I am just trying to get in mind what facilities 
we are talking about when you say facilities not used for 
generation. Are we talking about the transmission facili¬ 
ties? 

Q. We are talking about the facilities of Penn Water, 
the facilities that you were talking about starting at page 
979, and through 981. A. Yes, but in your question now 
you are saying facilities not used for the generation of 
energy, that means we are talking about facilities used for 
the transmission. I want to know what you mean by it. 

Q. I mean exactly what you meant when you were 
talking about facilities of Penn Water and Power. You 
are familiar with the facilities, are you not? A. Yes. 
But I still don’t understand what you talked about—when 
you talk about facilities for generation of [8757] electric 
energy that are not used for transmission of electric energy 
just what you are talking about. 

Tbial Examinee : Just a moment. You do not have 
to speculate as to what counsel means. If you have 
any doubt you may preface your answer by stating 
what the question means to you. 

The Witness: When he speaks of facilities not used 
for the generation of electric energy in the Penn Water 
system I am then referring to facilities used for the trans¬ 
mission of electric energy. 
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Q. Do I understand that you can’t answer the question 
the way I put it? A. I don’t understand it thoroughly 
enough. 

Q. You just don’t understand the question, is that it, 
Mr. Roland? A. It isn’t completely clear in my mind, 
I mean, as to just what you have in mind. 

Q. Now let us exclude from our mind for the moment 
all the facilities of Penn Water used for generation. It 
doesn’t follow from that, does it, Mr. Roland, that all the 
remaining facilities are transmitting facilities, does it? 
A. That is true. 

Q. Nor does it follow that all the remaining facilities 
[8758] are used for the transmission and sale of energy at 
wholesale transmitted from a state and consumed at any 
point outside thereof, does it? A. There would be some 
local distribution facilities that would not be involved in 
that kind of a transaction. 

Q. Now, in the light of your answer at page 981, isn’t 
it true that the facilities of Penn Water not used for local 
distribution, are not necessarily used for transmission and 
sale of energy at wholesale transmitted from a state and 
consumed at any point outside thereof? 

• it 

[8759] The Witness: Well, as I understand it now, we 
have eliminated the facilities for generation of electric 
energy and we have eliminated the facilities used for local 
distribution and you are asking me now if the balance of 
facilities are used for transmission and sale of electric 
energy at point outside the state; is that correct? 

Mr. Myse: Well, that isn’t quite correct, but I 
think it is substantially the way my question was ex¬ 
cept that I used a little bit different language. 

The Witness: Yes. 

Mr. Goldberg: Has the witness correctly under¬ 
stood your question so that if he answers your question 
it will be an answer? 
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Mr. Myse: I am willing to have him answer it 
with that understanding and if he answers it I will 
have a further question. 

The Witness: I would have to exclude a line that is 
leased to the Baltimore Company, for one thing, that is 
that 110 kv line that runs from Highlandtown Substation 
up to Gunpowder Substation, that is owned by Penn Water 
but I mean is not operated. It is leased to the Baltimore 
Company, that one. 

By Mr. Myse: 

Q. Why do you say that you would have to exclude 
that line? [8760] A. Well, that one certainly is not used 
for transmitting energy from one state to another, as I 
recall. 

Q. Actually that line doesn’t run to Highlandtown Sub¬ 
station, it runs to Philadelphia Road Substation? A. It 
is right across the street from that. There is no electrical 
connection, that is true. I said Highlandtown Substation 
is on one side of the street and Philadelphia Road is on the 
other. 

• • • 

[8775] Q. Let’s look at the generating facilities for a mo¬ 
ment of Penn Water. How many main hydro units does 
Penn Water have? A. Ten. 

Q. Then it is true, isn’t it, that eight of those ten main 
hydro units at Holtwood were used to generate 25-cycle, 
three-phase service? A. That is right, sir. 

Mr. Goldberg : What does counsel in his last ques¬ 
tion mean by service, electric energy? 

[8776] Mr. Myse: Electric service including electric 
energy, isn’t that what you understood that I mean, 
Mr. Roland? 

The Witness: Well, ordinarily you use generation of 
electric energy. 
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By Mr. Myse: 

Q. But it does generate other attributes of electric 
energy, does it not? A. It generates electric energy at 
some particular voltage and certain frequency. If you want 
to call those attributes, all right. 

Q. So that only two out of the ten main hydro units 
are used to generate 60-cycle three-phase electric service 
or energy if you would have it that way, isn’t that right? 
A. Two of the units generate electric energy at 60-cycle. 

Q. What are the steam units generating at? A. 60 
cycles. 

Q. In addition to that, there are two 5,000 kw fre¬ 
quency changers at Holtwood, are there not? A. I be¬ 
lieve that is a nominal rating; there are two of them, I 
believe they are 6,250 kva rated frequency changers. 

Q. Now, what are those frequency changers used for? 
A. To change the energy generated from 25 to 60 cycles or 
energy generated from 60 cycles to 25 cycles. 

[8777] Q. Now, with respect to facilities used in local dis¬ 
tribution, I think you mentioned or did you mention the 
Highlandtown Substation facilities? A. That is what 
I had in mind, that there might be something down there 
on the low-tension side at Highlandtown that might be 
considered local distribution. 

Q. Well you, as an engineer, would consider them local 
distribution? A. Well, in my opinion, local distribution 
was a legal term, I would say that they are distribution 
facilities. 

Q. You would say they are? A. There are certain 
parts of them that I think would certainly be classified as 
distribution facilities. 

Q. And that is your opinion as an engineer wholly 
aside from any legal connotations? A1 That is right. 

Q. Now, what about the facilities used to serve the 
Holtwood Village, didn’t you consider them distribution 
facilities? A. Yes, those would be distribution facilities. 
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Q. And they would be local distribution facilities in 
your opinion as an engineer, would they not? A. I don’t 
know. As that word local is used in the Power Act, I should 
think that is a legal term used solely [8778] for retail sale 
and distribution. 

Q. Now let me refer you to the question at the top of 
page 981: “Q. Do Holtwood and Susquehanna own and 
operate facilities for such transmission and sale at whole¬ 
sale, which are not used in local distribution?” What did 
you mean when you answered that question “Yes” with 
an additional phrase? A. They are distribution facili¬ 
ties. 

Q. What do you mean by the word “local”? What 
was your understanding? A. Well, there, of course, 1 
stated with a possible exception, I wasn’t being definite 
about those facilities as being used in local distribution. 
That is an expression of opinion there, I mean, I don’t 
have any clear-cut opinion as to what is local distribution. 
Certain types of facilities, when you describe them, like 
the facilities for the Holtwood Village, I wouldn’t hesitate 
to call those local distribution. 

Q. You say you would hesitate? A. I would not 
hesitate to call those used in local distribution. 

Q. You would not hesitate. You say you would hesi¬ 
tate, however, at least you have had some doubt about the 
Highlandtown Substation facilities. Is that right? A. 
Yes, I don’t know just whether they would be in a [8779] 
legal sense, I mean whether this would be considered local 
distribution or not. 

Q. Now just so we understand each other, Mr. Roland, 
I am not asking you for any legal conclusion or anything 
in the legal sense. A. Yes. 

Q. Can you answer my question as an engineer? A. 
I don’t know whether they would be or not. 

Q. You are sure that they are distribution facilities? 
A. I would agree that they are distribution facilities. 
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Q. Were you aware of the Holtwood Village facilities 
when you gave your testimony back in April or May, when¬ 
ever it was? A. Yes, I was aware of it. 

Q. How would you class the facilities used to render 
service to the Pioneer Electric Light Company area ad¬ 
jacent to Holtwood? 

Mr. Goldberg: What service does counsel have 
reference to? 

Mr. Myse: Well, I described that as the service to 
the Pioneer service area adjacent to Holtwood. 

Mr. Goldberg : What is the service ? 

Mr. Myse: I am asking him how he would clas¬ 
sify it. 

Trial Examiner: Can you classify it? 

The Witness: I believe that those were definitely 
[8779-A] distribution facilities. Whether or not they would 
be used in local distribution, I don’t know. I didn’t exam¬ 
ine the facilities owned by the Pennsylvania Power and 
Light Company that were used, I mean in their area for 
distributing that energy. All I had in mind was that Penn 
Water owns the step-down transformers for serving that 
area. 

Mr. Myse : And certainly there is no transmission 
of any length or of any kind, is there? 

The Witness: I don’t believe so. 

By Mr. Myse : 

Q. So that if it is anything it is a distribution facility 
so far as Penn Water owns facilities? A. Well, Penn 
Water does not own the distribution lines. They furnish 
the transformers, I mean for stepping the voltage down to 
distribution voltage. 

Q. But to the extent it does own the facilities they are 
distribution facilities, is that right? A. Yes, I think 1 
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would call those transformers, small transformers, dis¬ 
tribution transformers. 

• • • 

[8780] Q. Mr. Roland, I think earlier this morning you 
mentioned the Gunpowder transmission facilities owned by 
Penn Water, and by that I mean Penn Water or Susque¬ 
hanna Transmission Company? A. That is right. 

Q. In this case that line is owned by Susquehanna. 
Is that right? A. That is correct. 

Q. Now, you stated, as I remember it, that that line 
is not used to transmit energy across state lines. Is that 
right? A. I made no effort to determine whether it did 
or not, but that is my offhand opinion, I mean that it 
does not. 

Q. Well, will you briefly describe that line, where it 
originates, where it runs to, and what use is made of it? 
A. Well, one of the terminal points is the Baltimore Com¬ 
pany’s Park Road substation. 

Q. Philadelphia Road, I believe. A. Philadelphia 
Road substation. The other terminal point, I believe, is 
the Gunpowder substation, which is a substation on the 
110 K. V. loop around the City of Baltimore. 

Q. Now, that line has no direct connection with the 
so-called Highlandtown line running from Holtwood to 
[8781] the Baltimore Company, does it? A. Certainly 
not a direct connection, no. The 25-cycle system is tied 
in with the 60-cycle system, by means of frequency 
changers, and through that way it would be connected but 
there is no direct connection. 

Q. There is no electrical connection between the 25- 
cycle and the 60, is there? A. At a frequency changer 
you break the electrical connection and have a mechanical 
connection. 

Q. So there is no electrical connection between the two 
systems—right? A. In that sense that is correct. 

Q. And as I understand your evidence, then, that Gun¬ 
powder transmission line is used as a part of the Baltimore 
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Company’s distribution system in Maryland. Is that right? 
A. I don’t know where to draw the line between distribu¬ 
tion and transmission. If that 110 K. V. loop is considered 
distribution then it would be a part of the distribution 
system. If it is considered as a transmission system, then 
it is part of the transmission system. 

Q. "Well, at least you would agree it is used exclusively 
as a part of the Baltimore Company’s system in Maryland 
whether we characterize it as distribution or transmission 
system? [8782] A. That is correct. 

Q. To that extent then, it would be a facility used 
only for the transmission of electric energy not trans¬ 
mitted from a state and consumed at any point outside 
thereof? A. That is correct. 

Q. I think at various places in your testimony, and 
you repeated this morning, you said that that line was 
leased to Baltimore. Am I right in so understanding your 
testimony? 

Mr. Goldberg : Will you point to the places where 
he said it was leased? 

Mr. Myse: One is at page 909 of the transcript, 
line 5, and I think he repeated it this morning. 

By Mr. Myse: 

Q. Let me ask you first at transcript 909, line 5, you 
were referring to the Gunpowder line when you talked about 
the line leased to Baltimore? A. That is correct. 

Q. Now, what did you mean by “leased to Baltimore 
Company”? A. Well, the line was built at the request 
of the Baltimore Company and for the use of the Balti¬ 
more Company. It was used exclusively for the Baltimore 
Company service. 

Mr. Myse: May we have the answer, please? 

(Answer read.) 

By Mr. Myse : 

[8783] Q. Well, does Baltimore operate and maintain the 
line? A. I don’t believe so. I think that Susquehanna 
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maintains the line and maintains all the other lines because 
it is on the same right of way as the other transmission 
lines owned by Susquehanna. 

Q. Does Baltimore make any compensation for this 
lease that you referred tof A. I don’t know. 

Q. Have you ever seen any document which looked 
like a lease of these facilities from Penn Water or Sus¬ 
quehanna to Baltimore Company? A. No. 

Q. Isn’t it a fact that the compensation that Penn 
Water receives for these facilities is included in the con¬ 
tract referred to in this proceeding as “H and I”? A. 
I don’t know. 

Q. Didn’t you study that contract? A. I studied 
it but I don’t recall now just how ten miles of line was 
handled. 

Q. Well, are you familiar with H and I? A. Well, 
I couldn’t precisely remember any details of it. I am gen¬ 
erally familiar with it. 

• • • 

[8785] By Mr. Myse: 

Q. Is the Exhibit C of Item H what you had reference 
to when you are talking about a lease, leased facility from 
Penn Water to Susquehanna to Baltimore? A. Well, 
Exhibit C would indicate that it was not a lease, that Balti¬ 
more Company was paying a part of the average annual 
cost of the operation and maintenance of the line. 

• • • 

[8787] By Mb. Myse: 

Q. Now, can you summarize for me what facilities 
Penn Water or Susequehanna owns, either one, which are 
used for the transmission of electric energy not trans¬ 
mitted from a state and consumed at any point outside 
thereof? 

The Witness: Will you read the last part of that? 

(Question read.) 
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The Witness: We are discussing now transmission 
facilities ? 

By Mb. Myse: 

Q. That is right. A. Gunpowder line would be one. 
That is the only one I can think of now other than these 
facilities, which we have talked about as being distribu¬ 
tion facilities. 

Q. Well, isn’t it a fact that the transmission line, let’s 
take from Holtwood to York, is also a transmission line 
used for transmission of electric energy not transmitted 
from a state and consumed at any point outside thereof? 
A. No, that isn’t; no. 

Q. You mean there is no energy that goes on that line 
that is generated in Pennsylvania and consumed in Penn¬ 
sylvania? A. Well, wait a minute. It is not used ex¬ 
clusively for either one. 

Mb. Myse: Will you read back my previous ques¬ 
tion? 

(Previous question read.) 

[8788] By Mb. Myse : 

Q. Do you want to change your answer? A. It does 
both. At times it transmits energy which is generated in 
Maryland. At other times it transmits energy which is 
generated in Pennsylvania. 

Q. At times it transmits energy generated in Pennsyl¬ 
vania and consumed in Pennsylvania, and that is the only 
State in which that energy is generated. 

Mb. Goldbebg: When? 

Mb. Myse : At times. 

The Witness: There are times when the energy trans¬ 
mitted by the line to York is transmitting energy generated 
only in Pennsylvania. 

By Mb. Myse : 

Q. Now, that would also be true with the line that runs 
from Holtwood to Coatesville? A. That is right. 
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Q. Would it also be true with respect to the line that 
runs from Holtwood to Safe Harbor? A. That is cor¬ 
rect. 

Q. And that would also be true with respect to part 
of Conestoga sub-station? A. That is correct. 

Q. And there may be times when the transmission line 
from Safe Harbor to Perryville, portions of it at least, are 
used for the transmission of energy generated solely in 
[8789] Pennsylvania. Is that right? A. That is cor¬ 
rect. 

Q. Now, that would also be true with respect to some 
of the facilities of Safe Harbor which conduct energy and 
other services from Safe Harbor to Conestoga, for ex¬ 
ample? A. This question was some questions back. Now, 
let’s see—we are saying that there are times when the 
energy transmitted by Safe Harbor’s facilities is energy 
which is generated in Pennsylvania only. 

Q. And consumed in Pennsylvania. A. And con¬ 
sumed in Pennsylvania only. I am not so sure about that 
because the Safe Harbor generation would be going to 
Perryville most of the time, and that, of course, would then 
be consumed in Maryland. 

Q. Well, isn’t some of the Safe Harbor generation 
single phase, 25 cycle, used in Pennsylvania? A. Yes. 

Q. It is used for railroad purposes in Pennsylvania. 
A. That is right. 

Q. And it is conducted through the Conestoga sub¬ 
station. A. That is correct. 

Q. It has to go that way. A. That is right. 

Q. And there are times when the only energy on that 
[8790] line is energy generated in Pennsylvania. Isn’t that 
right? A. That is correct. 

Q. And it is consumed in Pennsylvania, too? A. 
Well, that is where I am not certain about it, because some 
of it necessarily goes to Perryville and the rest of it would 
then take you to Maryland and some of it is consumed in 
Pennsylvania. 
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[8799] Q. Isn’t it a fact, Mr. Roland, that under that con¬ 
tract, Exhibit No. 72, energy delivered to M. E. Company 
for peak use is never delivered at times of backfeed energy 
generated in Maryland? A. I don’t know. 

Q. You made no study to determine that, did you? 
A. No. I studied the flows as shown on Exhibit 42 and 
whatever they showed, that was it. I didn’t study that in 
relation to the contracts. 

Q. Well, if you studied the flows today, wouldn’t it 
be the fact that energy delivered to M. E. Company, that 
is Metropolitan Edison Company, for peak use is never de¬ 
livered at times of backfeed energy generated in Maryland? 
A. I don’t know. I would have to go back and refresh my 
memory on the terms of the contract. Maybe that would 
be so, but there may be times when there is not peak use. 
There would still be energy sold. 

Q. Well, if what I say is correct, however, that changes 
the situation materially from what existed in 1944 under 
the old contract identified as Exhibit 71, doesn’t it? A. 
The contract would be quite a bit different, yes. 

Q. And the flow of energy under the contract identi¬ 
fied as Exhibit 72 would be quite different, wouldn’t it? 
A. I don’t know. 

Q. You made no study to determine it? [8800] A. 
I did not. I studied the flows in 1944. 

Q. Now, certainly you will agree, wouldn’t you, Mr. 
Roland, that some energy delivered to the Pennsylvania 
customers is delivered at times when there is only genera¬ 
tion at the Safe Harbor-Penn Water Plants? 

Mr. Goldberg: Let’s have that question, please? 

(Question read.) 

Mr. Goldberg: What Pennsylvania customers do 
you have reference to? 

Mr. Myse : Pennsylvania Power and Light, Metro¬ 
politan Edison Company, Philadelphia Electric Com- 
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pany at Coatesville, Pennsylvania Railroad Company 
in Pennsylvania. 

Mb. Goldberg: Now, I would like to have the ques¬ 
tion reread again. 

(Question read.) 

The Witness: I don’t understand that. Only genera¬ 
tion at Safe Harbor and Penn Water? I don’t follow you. 
There is generation all over the system, not necessarily 
only there. 

By Mb. Myse : 

Q. Well, let’s change the question slightly and say that 
you must agree, Mr. Roland, that there are times when the 
energy delivered to the Pennsylvania customers we have 
named was generated in Pennsylvania? A. Yes. 

Q. And that there are times when there is no mixture 
of [8801] energy generated from without the State of Penn¬ 
sylvania. A. That is right. 

Trial Examiner: You are referring there to gen¬ 
eration in Pennsylvania by Safe Harbor and Holtwood? 

By Mr. Myse : 

Q. That could be, could it not, Mr. Roland? There 
could also be generation by some of the Pennsylvania cus¬ 
tomers at the same time deliveries are taking place? A. 
That is what I had in mind that you were talking about 
deliveries to Penn Water from its northern customers and 
also generation at Safe Harbor and at Holtwood. 

Q. It is perfectly possible to have deliveries to Phila¬ 
delphia Electric, for example, at Coatesville, Pennsylvania, 
at the same time that Penn Water or Safe Harbor or both 
are receiving energy from Pennsylvania Power and Light 
Company. Isn’t that right? A. That is right. 

Q. Do you have any idea as to the amount of such 
hours during which all of the energy delivered to the Penn¬ 
sylvania customers we have named is generated in the State 
of Pennsylvania? 
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Mr. Goldberg: What period of time; what year! 

Mr. Myse: Well, let’s take 1944, the year you were 
talking about. 

The Witness: Well, one could get some idea of it from 
[8802] the 20-days I selected, but I didn’t attempt to go 
through and determine the number of hours that that would 
occur. 

By Mr. Myse : 

Q. Would you say that those hours are substantial in 
relation to the total number of hours in the year? 

Mr. Goldberg: What does counsel mean by “sub¬ 
stantial”? 

Mr. Myse: I think the witness knows. He hasn’t 
protested. 

Mr. Goldberg : I ask what counsel means by * 4 sub¬ 
stantial”? 

Trial Examiner: The witness may answer the 
question. 

The Witness: Let me get it. Are the number of hours 
substantial when the supply to the Pennsylvania customers 
is generated in the State of Pennsylvania? 

By Mr. Myse: 

Q. And no other place. A. And there is no co¬ 
mingling so to speak with energy generated in Maryland. 
Is that what you have in mind? 

Q. That is right. A. I would say that the number 
of such hours would be substantial. 

Q. Now, what do you mean by substantial—and I 
might refer you to line 17 of page 979 of your transcript as 
constituting your direct testimony? A. What line. 

Mr. Goldberg: Are you referring to that question 
that [8803] spoke about the amounts of electric energy 
rather than time? 
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Me. Myse: Yes, but he used the word “substan¬ 
tial” and I want to know whether he uses it now in the 
same sense he used it then and if so what does he 
mean by it. 

The Witness: Well, one cannot be too definitive about 
a word like substantial. I can’t reduce it into terms of 
percentage. I don’t know whether I can use a word that 
would convey what I have in mind any more adequately than 
the word substantial. It could be over quite a wide range 
and still be substantial. 

By Mb. Myse: 

Q. Well, let’s take the other side of it, then. Wouldn’t 
it be a fact that only a small proportion of the kwh’s of 
energy delivered to the Pennsylvania customers we have 
named are delivered at times when electric energy is trans¬ 
mitted from Maryland and received by Safe Harbor or 
Penn Water? 

The Witness: I will have to have that one again. 

(Question read.) 

Mb. Goldbeeg: What does counsel mean by “small 
proportion”, Mr. Examiner? 

Mb. Myse: I think if the witness can answer the 
question I would like to have the answer. 

Tbial Examinee: All right. 

The Witness: We are talking now over the period of a 

year [8804] or something like that? 

• _ _ _ 

By Mb. Myse : 

Q. Yes, the year that you took, 1944. A. There 
would certainly be fewer hours during the year when en¬ 
ergy was coming up from Maryland to Safe Harbor and 
Penn Water for transmission to these Pennsylvania cus¬ 
tomers than there would be hours when all of it was gen¬ 
erated in Pennsylvania. 



1258 


Stanley W. Roland, Cross 


Q. Now can you answer the question? A. Well, in 
order to give you something very definitive of course you 
would have to study the thing hour by hour for the entire 
year, but that would be my opinion, that relatively the 
hours when you had energy coming from Maryland would 
be very much smaller than the number of hours during 
which it was generated in Pennsylvania. 

Q. Well, maybe we can shorten this. You haven’t 
made any such study? A. I haven’t made any hour by 
hour study for the entire year, no. 

Q. You just took selected days you testified to on di¬ 
rect. A. That is correct. 

• • • 

[8808] Q. Well, you have made an investigation of the 
flows of energy on the Penn Water and Safe Harbor sys¬ 
tem haven’t you? A. Yes, but I didn’t go into net hourly 
flows. 

Q. What are your figures based on other than net 
hourly? A. Gross flows. 

Q. Gross? A. Yes. 

Q. Kwh? A. Yes, in most instances. 

There were a few cases where I netted, where I got 
the net flows in some of the circuits for certain hours. 

• • • 

[8829] Q. Actually, Article II of Exhibit 10 provides that 
“the amount of power and energy, hereinafter referred to 
as ‘contractual supply’, which Railroad Company shall call 
for and which Electric Companies shall supply when called 
for by Railroad Company is defined”, and then it goes on 
to define it, doesn’t it? A. That is right. 

Q. And what are “Electric Companies” as used in this 
contract, do you know? A. I suppose they are named in 
the beginning. 

Q. Well, actually the Consolidated Gas Electric Light 
and Power Company of Baltimore, Pennsylvania Water and 
Power Company, and Safe Harbor Water Power Corpora- 
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fcion are [8830] hereinafter jointly referred to as “Electric 
Companies.” A. That is right. 

Q. So that when it speaks of the supply to the railroad 
it speaks of the supply by all three, does it not? 

• • • 

The Witness: What Mr. Myse has stated is so stated 
in the contract. 

By Me. Myse : 

Q. That is your interpretation of it, too, isn’t it? A. 
Safe Harbor physically supplies energy to the [8831] rail¬ 
road. 

Q. And it is obligated to under the contract? 

• • • 

Trial Examinee: You didn’t use this contract in 
making your determination? 

The Witness: I did not. 

Trial Examinee: You did not refer to the con¬ 
tracts in your preparation of your testimony on direct? 

The Witness: I did not refer to the contracts, as I 
recall, on direct; certainly not to the railroad contract. I 
believe I did mention contracts, that certain sales were 
made under certain contracts, the Penn Power and Light 
Company and Metropolitan Edison, and so forth, and I also 
mentioned that Pennsylvania Water and Power was sell¬ 
ing— 

• • • 

[8833] The Witness: The question being, is Safe Harbor 
obligated to supply power to the Pennsylvania Railroad 
under Exhibit Ten, is that correct? I don’t know. 

• • • 

[8834] Mr. Myse: You did refer to sales to the railroad 
company by Baltimore, did you not? 


1260 


Stanley W. Roland, Cross 


The Witness: I did make such a reference. The sales 
in the state of Maryland are the obligation of the Balti¬ 
more Company and the sales in the state of Pennsylvania 
are the obligation of Penn Water Company. 

By Mb. Myse : 

Q. Now how do you determine what those obligations 
were? A. I was so advised by Mr. Spaulding. My dis¬ 
cussions with him that the Pennsylvania Railroad require¬ 
ments of—In the state of Pennsylvania are considered as 
being supplied by the Penn Water Company, and the re¬ 
quirements of the railroad company in Maryland are sup¬ 
plied by the Maryland Company. Now, physically that 
doesn’t always take place. 


• • • 

[8836] Q. As I understand it, then, your conclusion as evi¬ 
denced by the testimony on page 914 with respect to the 
sales to the railroad company is not entirely your conclu¬ 
sion then, is that right? A. Of course it is my conclu¬ 
sion. It was a matter of discussing it with Mr. Spaulding, 
Mr. Davis, and other sources. 

Q. I am trying to find out how you arrive at that con¬ 
clusion. How did you arrive at the conclusion that the obli¬ 
gation of Baltimore was to sell to the railroad company only 
in Maryland? A. I didn’t say that. 

Q. Then I understand that it is not its obligation; is 
that right? What other obligation does it have to the rail¬ 
road? A. It supplies power to the railroad but it doesn’t 
necessarily all have to be consumed in Maryland. 

[8837] Q. Well, can you answer my question? What other 
obligations does Baltimore have other than supplying en¬ 
ergy to the railroad in Maryland? A. There are all kinds 
of obligations. 

Q. What are they? A. Sells power in Baltimore to 
all its customers. 

• • • 
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The Witness : They supply power in the city of Balti¬ 
more. They have got obligations of all kinds. 

Mr. Myse: Let’s confine ourselves to the Pennsyl¬ 
vania Railroad. What other obligations are there other 
than the obligation you mentioned of supplying the rail¬ 
road service in Maryland? 

Mr. Goldberg: Mr. Examiner- 

The Witness: I didn’t say that. I said that they sup¬ 
plied power to the railroad. Now this does not necessarily 
mean that it is all used in Maryland. They supply part of 
power requirements in Pennsylvania. 

[8838] Mr. Myse: Excuse me- 

The Witness: Likewise Pennsylvania Water and 
Power Company, it supplies power to the railroad, it doesn’t 
necessarily mean that it is all used in Pennsylvania. 

By Mr. Myse: 

Q. Then am I to understand that you mean the obliga¬ 
tions of Penn Water and Baltimore respectively are not ar¬ 
bitrarily divided by the Pennsylvania-Maryland line ? A. 
As far as requirements are concerned that is true. They 
just together supply the total requirements. 

Q. Now, actually the energy supplied to the railroad 
is 25-cycle single-phase, is it not ? A. That is correct. 

Q. And that is a different kind of energy from 25- 
cycle, three-phase, is it ? A. The frequency and the phase 
are different from the other. 

Q. And it is different from 60-cycle, three-phase, is it 
not? A. 25-cycle is different from 60-cycle, yes. Single 
phase is different from three-phase. 

Q. Now where is almost all or most of that 25-cycle 
single phase energy generated? A. Safe Harbor. 

Q. Where else? [8839] A. At Benning, Washing¬ 
ton. 

Q. The amount generated at Benning is generated by 
PEPCO, is it not? A. That is right. 
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Q. What is the full name of PEPCO? A. Potomac 
Electric Power Company. 

Q. And it is really generated in a converter at Ben- 
ning, is it not? 

Mr. Goldberg: What do you mean by “really gen¬ 
erated”? 

Mr. Myse : Actually generated. 

Mr. Goldberg : What do you mean by actually gen¬ 
erated? 

Mr. Myse: If the witness knows I would like to 
have his answer. 

The Witness : The 25-cycle is generated by a frequency 
changer located at Benning Station. 

By Mr. Myse: 

Q. And the amount of such generation at Benning is 
relatively small, isn’t it? A. As compared to the total, 
I believe that is correct. 

Q. Now, isn’t it also true that a substantial portion of 
the backfeed from Baltimore received at Safe Harbor is 
also converted at Safe Harbor from 60-cycle to 25-cycle 
and used for supply of the railroad? A. At times, some 
of the backfeed is converted to 25-cycle for use of the rail¬ 
road. 

[8840] Q. And if you refer to your Exhibit 44 again, per¬ 
haps we can trace that a little bit better. Now, that Ex¬ 
hibit 44 shows, as I understand it, and you correct me if 
I am wrong, 67,000 kilowatt-hours backfeed from Baltimore 
over the 220 kv circuits, is that right? A. I think it 
would be better if you said kilowatts. This is for one hour. 

Q. All right. A. 67,000 kilowatts; other than that, 
it is all right. 

Q. That is kilowatts for one hour. A. Well, it is 
kilowatts; it is kilowatt-hours for one hour. 
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Q. It is integrated kilowatt-hours for one hour. A. 
Well, the kilowatts are integrated over an hour, which gives 
you- 

Q. (Interposing.) And you could integrate it for fif¬ 
teen minutes or five minutes? A. Yes. 

Q. It is frequently integrated over fifteen minutes? 
A. That is correct. 

Q. What is it called when it is integrated over fifteen 
minutes? A. Well, that would be called a kilowatt de¬ 
mand integrated over a fifteen-minute period. 

[8841] Q. Well, in any event, getting back to Exhibit 44, 
as I understand your correction to my question, there are 
67,000 kilowatts transmitted from Baltimore over the 220 
kv circuit, sixty cycles, during the hour shown on that ex¬ 
hibit. A. Yes. 

Q. And that is received at Safe Harbor, is that correct? 
A. Yes. 

Q. And there is no generation at Safe Harbor so there 
must be some 23,000 of those 67,000 kilowatts converted, 
is that right? A. That is correct. 

Q. And after it is converted, where does it go? A. It 
all goes to the Conestoga substation. 

Q. And from there it is used in the railroad service, is 
it not? A. That is correct. 

Q. Now, in order that we may understand your Ex¬ 
hibit 44, the converter is shown by the sign of the two balls 
there, is it not? A. That is right. 

Q. Shown connecting the two busbars at Safe Harbor, 
isn’t that right? A. That is right. 

• • • 

[8842] Q. Now, some of that backfeed converted at Safe 
Harbor may be used in Maryland again? A. Yes. 

Q. And that may be the case especially when there is 
a good deal of backfeed and no generation at Safe Harbor, 
isn’t that right? A. That is right. 

Q. Will you refer to page 914 of the transcript again, 
please. Now, at lines 13 to 14 you testified that Holtwood 
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delivers energy to the railroad at Conowingo and Perry- 
ville, [8843] Maryland, “for the account of Baltimore Com¬ 
pany.” 

Now, what did you mean by that phrase that I quoted? 
A. Well, the delivery to the railroad company at that point, 
that is at Perryville, for service south of Perryville, is con¬ 
sidered a sale by the Baltimore Company to the railroad. 

Q. Where did you—what evidence did you use in ar¬ 
riving at that conclusion? A. Oh, well, my recollection 
is that I discussed that with Mr. Von Eiff. 

Q. When did you discuss it with Mr. Von Eiff? A. 
Oh, it would have been the last half of 1945. 

Q. Did he write you a letter about it? A. No. 

Q. Was that the only basis you had for using that 
phrase ? A. I don’t know whether anyone ever used that 
phrase; that is my own phrase. I think that is the one 
commonly used under similar circumstances, where you de¬ 
liver energy at the point, and at that point the sale is ac¬ 
tually made by somebody else, you make the delivery for 
the account of the person that does the selling. 

Q. Now, you say that the sale is made by somebody 
else at Perryville, and Conowingo other than Holtwood. 
Who is that sale supposed to be made by? [8844] A. 
Baltimore. 

Q. What led you to that conclusion, what evidence? 
A. Deliveries in Maryland; I mean deliveries to the railroad 
company, for use in the State of Maryland are treated as 
sales by Baltimore Company to the railroad. 

Q. Let me understand what you mean by sale in that 
connection. Will you explain it for me ? A. The energy 
in this case is delivered by Penn Water; the payments for 
that energy consumed in Maryland is made to Baltimore 
Company. 

Q. You mean the payment by the railroad? A. Yes. 

Q. Made to Baltimore? A. Yes. 

Q. That is also true for the energy delivered to Penn¬ 
sylvania, the payment is made by the railroad to Baltimore, 
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isn’t it? A. Yes, knowing that Baltimore, I mean, is 
supposed to pay the other, the Penn Water Company share 
to Penn Water. 

Mr. Myse : May I have the last part of the answer. 

(The answer was read back.) 

By Mr. Myse: 

Q. How do you know that? A. I think I learned 
that from conversations with [8845] these same people that 
I have been talking to you about, Mr. Von Eiff, Mr. Spauld¬ 
ing; that is my recollection of that. 

Q. Is that the only basis then that you have for making 
that statement? A. That the Baltimore Company col¬ 
lects the entire bill for railroad service, and then it, in 
turn, compensates the Penn Water Company for deliveries 
to the railroad in Pennsylvania ? 

Q. No, I was referring to your statement that it is 
supposed to pay part of the compensation received from the 
Pennsylvania Railroad Company to Penn Water. A. I 
don’t know whether any actual check, I mean, is trans¬ 
ferred from one to the other; but for billing purposes, I 
mean, the part that is sold in Maryland is considered a 
sale by Baltimore, and sales in Pennsylvania are considered 
a sale by Penn Water; the money paid by the railroad is 
split up accordingly. 

Q. I don’t believe that you have answered my ques¬ 
tion, although you can start over again. 

As I understand you, you said that the sale by Balti¬ 
more in Maryland was a sale because energy was delivered 
and Baltimore received the payment therefor, is that 
right? A. Yes, but it is used by the railroad in Maryland, 
[8846] which is considered a sale by the Baltimore Com¬ 
pany. 

• • • 

Q. Now, as I understand it, however, you say that there 
is a sale by Penn Water in Pennsylvania even though it 
doesn’t receive payment from the Pennsylvania Railroad 
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Company. A. Not directly; it doesn’t receive payment 
directly. 

Q. So that when it receives what yon call an indirect 
payment, that makes a sale, is that right? A. Well, the 
railroad company, I suppose, could make out two checks, 
give one to Baltimore Company, and one to the Penn Water 
directly. As I understand it, it compensates the Baltimore 
Company only, which in turn, compensates the Penn Water 
Company. 

• • • 

[8847] Trial Examiner: Answer the question, Mr. Wit¬ 
ness. 

The Witness: To be a sale there has got to be the 
compensation. 

By Mr. Myse: 

Q. But there is no compensation from the railroad to 
Penn Water, is there? A. Oh, well, that is a matter of 
convenience; there is compensation; I mean it is for some 
purposes, I mean, by the railroad company; the Baltimore 
Company is handled in that particular way; there is com¬ 
pensation. 

Q. Well, you consider that a sale from Penn Water to 
the Pennsylvania Railroad even though there is no direct 
payment from the railroad to Penn Water? A. I con¬ 
sider it a sale because Penn Water makes deliveries and 
it receives compensation therefor. 

Q. So, under your theory it makes no difference from 
whom they receive the compensation, is that right? 

• • • 

[8848] The Witness: Compensation would be made by the 
purchaser. Now, you might make it directly or he might 
make it indirectly. 

By Mr. Myse: 

Q. What do you mean by compensation made indirectly 
by a purchaser? A. Well, as I stated, as a matter of 
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convenience instead of making out two checks they make 
out one, and in the way of billing arrangements as they 
are between Penn [8849] Water Company and Baltimore 
Company that seems to be a practical way of doing it. 

Q. Mr. Roland, it is more than a mere matter of con¬ 
venience ; it is a provision in exhibit ten, the contract. A. 
Well, it is still a mere matter of convenience. 

Trial Examiner : State your question again. 

By Mr. Mysb: 

Q. There is a provision in the contract requiring that 
all payments be made to Consolidated Gas Electric L & P 
Company of Baltimore. Doesn’t that provision say that? 
A. I don’t recall that there is a provision like that in there 
or not. But even if it was in there it would be for the 
same reason, that it is a matter of convenience. 

• • • 

[8850] Mr. Myse: As a matter of fact, the contract in 
Article XI requires that the payments be made to Con¬ 
solidated Gas Electric L & P Company of Baltimore, 
doesn’t it? 

• • • 

[8851] A. Is it required? Yes. 

• • • 

[8855] Q. So there you spoke of the deliveries by Holt- 
wood to the railroad as deliveries to the ultimate consumer. 
Is that right? A. The railroad company is an ultimate 
consumer and that is what I had in mind. 

• • • 

[8858] Q. Mr. Roland, will you refer to page 911 of your 
direct testimony? The reference is line 13 through 19. 
There you spoke of sale of interchange power to Philadel¬ 
phia Electric Company. Is that right? A. That is right. 

Q. And again at page 929, you testified with respect 
to the deliveries, the interchange deliveries by Holtwood 
to Philadelphia Electric Company. Is that correct? A. 
Yes. 
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Q. And those deliveries are made actually to the Penn¬ 
sylvania Railroad Company, are they not? A. To the 
facilities of the railroad company, yes. 

Mr. Myse: May I have the answer, please? 

(Answer read.) 

By Mr. Myse: 

Q. Well, the energy is used by the railroad company 
in running its trains up and down the line north and south 
of Perryville, is it not? A. That is my understanding. 
I don’t know’ whether any of the energy supplied at that 
point gets up beyond the railroad and back into the Phila¬ 
delphia Electric system or not. 

• • • 


[8868] By Mr. Myse: 

Q. Now, at certain places in your direct testimony 
you testified wdth respect to electric energy receipts by 
Penn Water, and I refer to one place, to be specific, at 
lines 15 through 20 at page 906, if you care to look at that. 

Mr. Goldberg: May I have those pages again, 
please ? 

Mr. Myse : Lines 15 through 20, page 906. 

Now, in addition to the companies that you listed 
there at page 906, does Safe Harbor receive energy 
from Potomac Electric Power Company? 

Mr. Goldberg: What was that question? 

Mr. Myse : I meant P. W., rather. 

Mr. Goldberg: Instead of Safe Harbor the ques¬ 
tion should be Penn Water? 

Mr. Myse: Yes. 

The Witness: Does Penn Water receive energy from 
PEPCO? 

Mr. Myse: Yes. 
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The Witness: There may be times when PEPCO is 
feeding into the railroad facility at Benning that it is more 
than enough to satisfy the railroad requirement between 
there and Perryville. Some of it may back up to Conestoga. 

By Mr. Myse: 

Q. Isn’t it also true that at times there is energy 
[8869] received by Penn Water on the 220 kv circuits from 
PEPCO? A. Well, yes, if you talk of it being received 
directly from the facility of PEPCO, yes. What I had in 
mind there was that it was received from Consolidated be¬ 
cause the purchase was made by Consolidated. 

Q. Then you weren’t talking about physical receipts 
in that testimony at page 906. Is that my understanding? 
Is that understanding correct? A. The question was 
from what companies do they receive it? 

Q. That is right. Isn’t it a fact that physically Penn 
Water receives energy from PEPCO at times? A. There 
is a transfer of energy from the facilities of PEPCO di¬ 
rectly to Susquehanna. 

Q. So your answer should be amended accordingly, 
shouldn’t it ? A. If we change the understanding of that, 
yes. If we are talking about the physical transfers from 
the facilities of one company to another, the answer should 
be amended to include PEPCO. 

Q. Well, what did you mean when you used the words 
“receive electric energy”? A. I had in mind receiving 
from what company, and they do receive it from the Balti¬ 
more Company. The sale is made by PEPCO to Baltimore, 
and therefore I consider that [8870] as being received from 
Baltimore. 

Q. Then do I understand your answer on page 906 to 
be limited to cases of receipt of electric energy when there 
is also a sale of that energy? Is that right? A. I think 
that my answer would so limit it, yes. 

Q. It didn’t show in your answer, and you want to 
amend it now to show that. Is that right? A. I think 
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that answer could be amended to include PEPCO. I think 
that would be perfectly proper. 

Q. Then as I understand you you are making your 
answer mean that you are dealing with physical receipts 
of electric energy. Is that right? A. I am doing it now. 
From your questioning I think that it would be all right to 
add PEPCO there the way the question is stated on page 
906. 

Q. Now, as I understand your testimony over the last 
few minutes, then, the receipt of energy is not the same 
thing as the purchase of energy. Is that right? A. The 
receipt of energy doesn’t necessarily have to be a purchase 
of energy, that is true. 

Q. Now, the interchange energy which Penn Water re¬ 
ceived from, let us say, Pennsylvania Power and Light 
Company and Metropolitan Edison Company is available 
for use for any loads that Penn Water may have at the 
time, isn’t it? [8871] A. Yes. 

Q. And it can also be used to take care of any Balti¬ 
more load it may have at the time? A. Yes. 

Q. And even if the energy so received never gets down 
to Baltimore, it makes available to Baltimore by the re¬ 
ceipt of that energy a certain amount of additional energy 
to Baltimore. Is that right? A. If Holtwood has some 
definite requirement to meet in Pennsylvania and a part 
of it is supplied from a Pennsylvania customer, obviously 

there would be more left over for Baltimore. 

• • • 

[8873] By Mr. Myse: 

Q. You don’t know what a charge for service is? Is 
that your answer? A. A charge for service—I presume 
what you have in mind is so many mills per kilowatt hour 
or so many dollars per kilowatt of demand. 

Q. Well, those things that you mentioned would be a 
rate for service, wouldn’t they? The charges per unit? 
A. Well, it results in a charge. Q. That is you take the 
total units and multiply it by [8874] the rate and you come 
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out with a charge for service. Isn’t that right? A. Isn’t 
that what you had in mind? 

Q. I am asking you is that what you mean? A. It 
results in the charge. If you apply the rate you get a 
charge. 

Q. So if you apply a charge per unit, whether it be 
kwh or mkw, or kw, and multiply it by the number of units 
you get a charge for the service, a total charge. Is that 
right? A. Yes, that would result in a total bill or 
charge, whatever you want to call it. 

Q. What is your understanding of electric demand? 

• • « 

The Witness: Well, demands are measured by the de¬ 
mand meter or a watt hour meter integrated over an hourly 
period. 

The demand is the measure of the rate at which the 
energy is being delivered or sold, usually expressed in kilo¬ 
watts or kilowatt hours per hour. 

[8875] By Mr. Myse: 

Q. Well, do you think it is fair to state that an elec¬ 
tric demand is the load at the receiving terminals over a 
specified interval of time and that demand is expressed in 
kilowatts, kva, amperes, or other suitable units? 

• • • 

The Witness: Yes, you could measure the demand in 
kilowatts or kilovolt amperes. 

By Mr. Myse: 

Q. My question was, was that a fair definition of de¬ 
mand? 

Mr. Goldberg: Would you like to have it read 

again? 

The Witness : No, I think I understand it. The word 
“load” itself, of course, is demand in a sense. 

Mr. Myse: Can’t you answer my question, Mr. 

Roland? 
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The Witness: I think that definition would be satis¬ 
factory. 

By Mb. Myse: 

Q. As a matter of fact, it appears in the Federal Power 
Commission’s glossary of terms, does it not? A. I don’t 
know. You were reading it. 

[8876] Q. Isn’t that correct on page 7? A. That is what 
I said I thought it was, a satisfactory definition. 

Q. I don’t think your answer was quite responsive. 
It does appear on page 7, does it not? A. I will take 
your word for that. 

Q. Well, I don’t want you to take my word for it. 

Trial Examines: Well, that would be a matter of 
official notice. 

Mb. Myse : I am not so sure in this case, Mr. Ex¬ 
aminer. 

Trial Examiner: Well, you mention it to me, and 
I will take official note of it. 

Mr. Myse: I am not so sure that other people 
might take official notice. 

Trial Examiner: That is the ruling. You don’t 
have to ask the witness what appears in the glossary 
of the Federal Power Commission. 

Mr. Myse: Then do I understand that you will 
take notice of that specific reference at page 7 that 
I just read? 

Trial Examiner: Yes. 

Mr. Goldberg: I think we had better have a defi¬ 
nite description of the glossary so there will be no 
question of where it came from. 

By Mb. Myse: 

Q. Will you describe what I was reading from? 
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[8877] Me. Goldberg: You describe it. The witness 
doesn’t have to describe it. I will accept your descrip¬ 
tion of it. 

Me. Myse : I would like to have some testimony in 
the record. 

Trial Examinee: Proceed. 

Mr. Myse: As a matter of fact, the definition I 
read came from what is known as the Federal Power 
Commission glossary of important power and rate 
terms, abbreviations and units of measurement and 
was issued in the year 1936. 

By Mr. Myse: 

Q. Is that right, Mr. Roland? A. That is right. 

Q. Now, I think you agreed with me, but I am not 
sure, that demand could be measured over different inter¬ 
vals of time. That is you could have demand integrated 
over one hour. Is that right? A. That is right. 

Q. Over fifteen minutes? A. That is right. 

Q. Generally speaking a fifteen-minute integrated de¬ 
mand might be higher than a one-hour integrated demand? 
A. It usually would be, yes. 

Q. And if you had a five-minute integrated demand it 
might be higher? A. It would be higher than the fifteen 
minute demand. 

[8878] Q. Why would a fifteen-minute demand, for ex¬ 
ample, normally be higher than a one-hour demand? A. 
Well, over a period of an hour you can get a lot of averag¬ 
ing out which you get by integration. During the first half 
of the hour it might be high and then during the last half 
of the hour it might be low, and you would average them 
out. If you take a five-minute period you don’t have much 
time for averaging out. You catch a peak and that peak 
may be sustained for five minutes, so you don’t have the 
averaging. 

Q. If I can understand that answer as a poor layman, 
what that means is that in the fifteen-minute demand you 
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are more apt to get the peaks weighted into your answer 
than you are in a one-hour demand. Is that it? A. The 
peaks are not so apt to be balanced out by something lower 
during the same interval of time. 

Mr. Goldberg: I think counsel is modest. That 

sounds like a technical understanding. 

By Mr. Myse: 

Q. Is it fair to say that an electric capacity service is 
the service furnished by carrying an electric load equiva¬ 
lent to the demand plus whatever reserve is necessary? 

The Witness: Can I have that one? 

(Question read.) 

The Witness: Does that state “Carrying the equiva¬ 
lent [8879] load”? 

Q. Carrying the electric load equivalent to the demand. 
A. In capacity service you are not probably carrying any 
of that load. You have the capacity available to carry it, 
but you are not actually carrying it. 

Q. That constitutes service, doesn’t it, having capacity 
available? A. Under certain forms of contracts the sup¬ 
plier agrees to have the capacity available. Under those 
conditions that would be a part of the service which he 
would render to the buyer. 

Q. Well, wouldn’t the company which is taking care 
of a demand load at the service point be rendering capacity 
service as well? A. I don’t understand that, I don’t be¬ 
lieve. 

Q. Well, in any event capacity service and demand 
both are measured by kilowatts, kilovolt amperes, and 
sometimes hp, aren’t they? A. Capacity is measured 
in terms of kilowatts or kilovolt amperes, and so is de¬ 
mand; yes. 

Q. Now, a charge for electric capacity service is re¬ 
ferred to either as a demand charge or as a capacity 
charge, and it is a charge based upon the capacity fur- 
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nished or the demand in terms of kw or kva without re¬ 
gard to the amount of [8880] energy consumed. Isn’t that 
right? A. That is very often the case, yes. 

Q. As a matter of fact, the glossary that I referred to 
a while back contains such a definition, does it not? A. 
I don’t know. 

Q. As a demand charge? 

Mr. Goldberg: Do you want the witness to read 
the definition into the record? 

Mr. Myse : I can read it and ask him if that is cor¬ 
rect. 

By Mr. Myse: 

Q. The glossary at page 7 defines a demand charge 
as “A component part of a rate schedule which provides 
for a charge based upon the customer’s demand or equiva¬ 
lent, without regard to the consumption of energy.” Is 
that right? A. That is correct. 

Q. How do you define electric energy, Mr. Roland, as 
you used it in your direct testimony? A. Well, electric 
energy can be defined in qualitative terms. You can say it 
is something which has the ability to do work. That is a 
very common definition for energy in the qualitative sense. 
You can define it in the quantitative sense, the energy of 
a system is the amount of mechanical work that the system 
is capable of doing. 

You can also define energy in the problem that we are 
dealing with here as a commodity, something which is 
bought, [8881] sold and interchanged. I think probably 
in my studies here that that is the concept that I had more 
than I did the definition in a quantitative sense or the one 
I described as being the more qualitative. 

Q. Well, speaking of it as a commodity as you have just 
testified to it, is it something you can put your hands on? 
A. Some people claim they can. I have never been able to. 








1276 


Stanley W. Roland, Cross 


Q. Well, I want your opinion, not what some people 
claim. What do yon think? It isn’t a commodity in the 
ordinary sense like buying the table or a hat- 

Mb. Spakks: Or Mr. Goldberg’s tie. 

Mr. Myse: Would you like the question read now? 

Trial Examiner: Read the question. 

(Question read.) 

The Witness: Certainly energy cannot be related to 
anything that we ordinarily think of. 

By Mr. Myse: 

Q. So it is not like the ordinary commodity, then? 
A. Physically it is not. 

Q. Now, electric energy is measured commercially for 
billing purposes in kilowatt-hours, isn’t it? A. Yes. 

Q. As distinct from demand or capacity service which 
is measured commercially for billing purposes in kw or 
kilowatts. [8882] A. That is right. 

Q. And sometimes measured in kilovolt amperes. A. 
That is correct. 

Q. And sometimes measured in hp. A. Yes. 

Q. I take it you would also agree that a charge for 
electric energy is a charge based upon the amount of kwh 
furnished. Is that correct? A. Yes. 

Q. And again the Federal Power Commission in its 
glossary of 1936 defines an energy charge as a component 
part of a rate schedule that provides for a charge based 
upon the amount of energy consumed. A. That is cor¬ 
rect. 

Q. That is at page 9. A. That is right. 

• • • 

[8883] By Mr. Myse : 

Q. I take it from our previous discussion you would 
also agree that a rate for electric energy is the price or 
charge per kwh furnished. Is that right? A. Rate for 
electric energy? 
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Q. A rate for electric energy, yes, an electric energy 
rate as distinguished from the charge. A. A charge per 
unit of energy? 

Q. That is right, per kwh furnished, if that is the unit. 
Is that right? A. I think that usually is the case, yes. 

Q. As a matter of fact, if you went to the Philadelphia 
Electric Coatesville contract you would find some examples 
of separate charges for demand, separate charges for ca¬ 
pacity service furnished, separate charges for energy, and 
separate charges for transmission services, wouldn’t you? 
A. I believe that is correct. 

Q. Now, are there any such separate specified charges 
for the services rendered to Baltimore by Penn Water? 

• • • 

[8884] The Witness: I don’t believe there are. I don’t 
recall now about separate transmission charges, but I know 
there are no energy charges or demand charges spelled out. 

By Mb. Myse : 

Q. Can’t you be a little more specific on that? You 
have examined the contract, have you not? A. Yes, I 
examined them some time ago for a specific purpose, not 
including what you were just talking about. 

Q. As a matter of fact, it is clear from that contract 
that there are no such separate specified charges, separate 
for each of the different kinds of services I have been talk¬ 
ing about. 

• • • 

[8885] The Witness : I stated that my recollection was that 
there were no separate charges for energy or demand. Now, 
there was some question in my mind about the cost of these 
facilities, the 220 K. V. lines, but I am not sure about 
that. 

• • • 

Q. Now, Mr. Roland, I am sorry, but I am not satisfied 
with your recollection at this time because you made the 
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direct statement about sales in your direct testimony. I 
would like to have you be more positive if you can. 

• • • 

[8886] Trial Examiner: Can you be more positive at this 
time? 

The Witness: I can be more positive about the energy 
and the demand charge. I am not so certain about the fa¬ 
cilities. 

By Mr. Myse : 

Q. What do you mean by that? A. That there are 
no special separate provisions for energy charges and de¬ 
mand charges in that contract. 

Q. As a matter of fact the charges are based upon ex¬ 
penses without regard to the amount of energy furnished? 
A. That is correct. 

• • • 

[8890] Mr. Myse: Whatever charges are made under the 
presently effective contract after the year 1931 they 
appear in Article III of that contract, do they not, and 
that has been gone into extensively in the cross- 
examination of Mr. Spaulding? 

Mr. Goldberg: Which contract? 

Mr. Myse: Items H and I, Article III, 1931 sup¬ 
plement. 

The Witness: Is that a question? 

Mr. Myse: Yes, that is where whatever charges 
there are under the contract are specified. Isn’t that 
correct. 

The Witness: I would have to look and see. I don’t 
remember the Article numbers. 

Mr. Myse: Will you do so? 

Mr. Goldberg: Article III on page 29 of Item H? 

Mr. Myse: Yes. 
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Mr. Goldberg: Now may we have the question, 
please? 

(Question read.) 

The Witness: That Article covers the payment that 
should be made for electrical capacity and energy which 

Baltimore Company receives from Penn Water Company. 

• • • 

[8900] Q. Now, what is the difference between metering on 
a net hourly basis and metering on a net yearly basis ? A. 
It seemed to me that on a net yearly basis what that would 
mean would be the difference between the gross transfer 
in one direction subtracted from the gross transfer in the 
opposite direction. 

[8901] Q. Over a year period? A. Over a year period. 
Now, the net hourly basis would be the summation of the 
net transfers during any particular hour over a period of a 
year, which of course might differ from the net yearly basis. 
That is, during an hour you may have the flow in one direc¬ 
tion for part of the hour and in the reverse direction for 
the remainder of the hour. The difference between the two 
would be the net hourly. If you add all those up for each 
hour of the year you would have the net hourly for the 
year. That is my understanding. 

Q. And the net hourly for the year might be quite dif¬ 
ferent from the net yearly? A. I expect it would, yes. 

Q. And if you had a net daily basis, you might get a 
different figure? A. That is right. 

Q. Do you know what is the normal way of accounting 
for energy for billing purposes, whether it is net hourly, 
net daily or net yearly? 

Mr. Goldberg: I object, Mr. Examiner, unless the 
question is confined to the company under study. The 
question talks about the normal basis. Normal basis 
for whom? 

Mr. Myse : I will accept that amendment, the nor¬ 
mal basis for transactions of all these companies we 
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have been [8902] talking about, that is the Pennsyl¬ 
vania customers, Penn Water, Safe Harbor, Baltimore. 

Mr. Goldberg: Now may we have the question? 

(Question read.) 

Mr. Goldberg: Then that is confined to Penn 
Water? 

Mr. Myse: No, it is not confined to Penn Water. 

Trial Examiner : Answer the question. 

Mr. Goldberg: Mr. Examiner, I understood the 
amendment was- 

Trial Examiner : The amendment wasn’t that. The 
amendment was Penn Water and all involved with Penn 
Water in these transfers. 

Mr. Goldberg: In connection with Penn Water 
transactions ? 

Trial Examiner : That is right. 

The Witness: I believe it was on a net hourly basis. 
By Mr. Myse : 

Q. Actually, however, backfeed energy when it is billed 
for and accounted for is billed on a net daily basis, is it not, 
that is backfeed from Baltimore? A. I don’t know. 

Q. Well, didn’t you examine “H” and “I” on that 
point? A. No, I did not, not for that point. 

Q. Well, at page 912 you testified in your direct that 
you examined the billings under those contracts, didn’t 
[8903] you? A. I examined the billings. 

Trial Examiner: Before we go any further, ex¬ 
plain for me the difference between net hourly, net daily 
and net yearly, why they differ ? 

The Witness: Why they were different? 

Trial Examiner: Yes. 
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The Witness: Well, take Safe Harbor as an example. 
During part of the year energy during certain hours is 
transmitted from Maryland to Safe Harbor. Now, that 
meter, if you read it at the beginning of the year and at 
the end of the year, for example, you would get the gross 
amount transferred from Maryland to Safe Harbor. Now, 
there would be another meter in the circuit which would 
measure energy transmitted in the reverse direction. If 
you read that meter at the beginning of the year and the 
end of the year you would get the gross amount transferred 
in the opposite direction. If you subtract the two you 
would get the net yearly transfer. 

Mr. Mtse: That would be a net yearly figure for 

an amount of energy? 

The Witness: That is right. But if you read these 
meters at the end of each hour, you may have during one 
hour a certain amount transmitted towards Safe Harbor 
and during the balance of the hour it may be transmitted 
in the [8904] opposite direction. You would net that figure, 
and then you do that for each hour of the year, which might 
be quite different from the net yearly figure. 

Trial Examiner : You mean you do it for each of 

the 24 hours times 365? 

The Witness : That is right. 

By Mr. Myse : 

Q. And if you added up all those net hourly figures for 
one year, you wouldn’t get the same figure as the net 
yearly? 

A. I don’t believe you would, no. 

Trial Examiner : Why not? 

The Witness: I would have to try to work out an ex¬ 
ample to try to illustrate it to you. I will try to do that 
for you after a while. 
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By Mr. Myse: 

Q. Anyway, when yon are talking about sales of en¬ 
ergy it is important to know what the basis of the metering 
is, isn’t it ? 

Mr. Goldberg: Important in what connection, Mr. 

Counsel? 

The Witness: I don’t believe it is necessarily impor¬ 
tant to determine whether or not it is a sale. 

By Mr. Myse : 

Q. Well, the amount of the sale would depend on how 
the metering figures are determined. [8905] A. The 
amount of the sale would depend on meter readings, but 
whether or not it is a sale you don’t need to know all the 
details of how the billing or metering is done. 

Q. But to determine the quantity of a sale you have 
to know, and it is important to know, the basis of the meter 
readings, isn’t it? A. You would have to know how the 
meters are read and what they read, yes. 

Q. And if one’s receipts are not a net yearly basis, 
you may not get the same thing as if they are on a net hourly 
basis or a net daily basis, would you? A. That is right. 

Q. Now, coming back to “H” and “I”, isn’t it true 
that in Article 6 of Item “H” the contract provides- 

Mr. Goldberg: What page are you on? 

Mr. Myse : Page 9. 

By Mr. Myse : 

Q. —the contract provides that billing for backfeed 
energy from Baltimore shall be on a net daily basis? A. 
It so states. 

• • • 

[8907] Q. Now, will you refer to Exhibits 38 and 40? We 
had better have both of them before us. Now, referring to 
those two exhibits, Mr. Poland, can you tell me what the 
effect would be on your figures on Exhibit 38 and the picture 
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on Exhibit 40 if you had included all of the transfers across 
the Pennsylvania-Maryland line! A. If I had included 
the transfers across the Maryland line over the 132 kv 
single phase circuits, it would have increased the amount 
transferred from Pennsylvania to Maryland, and that 
would have shown up both in the [8908] tabulation and in 
the bar chart. 

Q. Well, then, as I understand that that would be that 
if you had shown all of the transfers instead of just part 
of them, there would be less relative flow shown from Mary¬ 
land to Pennsylvania. Is that right? A. The flows from 
Maryland to Pennsylvania remain the same. The flows 
from Pennsylvania to Maryland would have increased. 

Q. Which means that relatively speaking the flows from 
Maryland to Pennsylvania would be less. A. The flows 
from Maryland to Pennsylvania expressed as a ratio of the 
flows from Pennsylvania to Maryland would have de¬ 
creased. 

• • • 

[8919] A. The question is under what conditions is energy 
transferred from Maryland to Pennsylvania? 

Q. Yes, under what circumstances? A. Well, in op¬ 
erating a steam and hydro electric system where you have 
a run of river plant such as at Holtwood and Safe Harbor, 
in order to coordinate the operations of the steam and 
hydro, the hydro has to be supplemented by steam which 
usually occurs during off-peak hours. That accounts [8920] 
for some of the flow from Maryland to Pennsylvania where 
the hydros shut down during off-peak hours and the steam 
takes over and carries the load, which means that steam¬ 
generated energy from Maryland would be transmitted to 
Pennsylvania to supply Penn Water’s northern customers. 
A part of the energy transmitted from Maryland to Penn¬ 
sylvania would be for purposes of interchange with Penn¬ 
sylvania customers. Under other conditions, emergency 
conditions to the north, energy may be transmitted from 
Maryland to Pennsylvania. 
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Q. Well, first of all the flow from Maryland to Penn¬ 
sylvania isn’t a continuous thing from hour to hour, is it? 
A. No. That is when you say “continuous” you mean day 
in and day out, hour by hour? 

Q. That is right. A. That is true, it isn’t that. 

Q. It only occurs at certain definite periods during 
the day and during the year. Is that correct? A. I 
wouldn’t say they were very definite. But they occur as 
required to get coordinated operation of a combined steam 
and hydro system. 

Q. I think you -would agree that generally speaking it 
is during low-flow months of the year that greater amounts 
of energy in the past, at least, have been transferred from 
Maryland to Pennsylvania. Is that right? A. That is 
correct. 

[8921] Q. And during the high-flow periods relatively less 
amounts and sometimes none. Is that correct? A. That 
is right. 

You didn’t finish your statement, though, I don’t be¬ 
lieve, Mr. Myse. 

Mr. Myse: Let’s have the question and answer, 

then. 

(Question and answer read.) 

By Mr. Myse: 

Q. I believe I did finish my statement. A. Relatively 
less amounts of what? 

Q. Of energy. A. Doing what? 

Q. Flowing from Maryland to Pennsylvania. A. 
0. K., now the statement is complete. 

Q. Now, along that same line, Mr. Roland, you under¬ 
stood me when I referred to the low-flow and high-flow in 
those questions I was referring to river flow? A. Yes. 

Q. Now, that variation may also take place during the 
day, during different hours of the day. Isn’t that correct? 
A. Which variation? 
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Q. The variation of flow of energy from Maryland to 
Pennsylvania? A. They vary throughout the day! 

Q. Yes. [8922] A. Certainly. 

Q. And usually the greatest flow I think you said was 
on off-peak hours. Is that correct, the flow of energy, I 
am speaking of? A. Yes, that is right. 

Q. And that is a flow of energy from Maryland to 
Pennsylvania, we are talking about? A. Yes. 

Q. Do you know whether there is ever any backfeed 
from Baltimore at times of peak on the Holtwood or Safe 
Harbor system? A. At time of peak—you are referring 
to the system annual peak? 

Q. No, daily peak. A. I only studied hourly flows 
for 20 days, so I couldn’t tell you as to what may have 
occurred at other times during other days. That is not the 
plan of operation, however. It is for the hydros, of course, 
to produce a maximum during a time of peak, and ordi¬ 
narily that would result in flows from Pennsylvania to 
Maryland. 

Q. So there would be no flows from Maryland to Penn¬ 
sylvania at the time of the daily peak. A. I can’t say 
whether it has actually occurred, but the mode of opera¬ 
tion, I mean, would indicate that it would be unlikely that 
the flow would be from Maryland to Pennsylvania [8923] 
during time of peak. 

• • • 

[8925] Q. Now, I don’t know whether you mentioned it or 
not, but some of the circumstances surrounding the flow of 
energy from Maryland to Pennsylvania should include, 
should it not, the furnishing of service to the Pennsylvania 
Railroad? A. That is part of the load, yes. 

Q. And the amount of the Pennsylvania Railroad taken 
care of by deliveries from Safe Harbor by Conestoga sub¬ 
station via Perryville, depends upon the load on the rail¬ 
road in both Maryland and Pennsylvania, does it not? 
A. Yes. 
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[8927] Q. Now, I refer you to page 946 of the transcript, 
lines 5 through 8, where you stated that December 11,1944, 
was designated because it was the day when the system 
peak load of the year occurred on the Safe Harbor-Holt- 
wood-Baltimore power pool. Did you there have reference 
to the Area 6 system peak day? A. I believe that is cor¬ 
rect. I would have to go back and check the Form 12 
report. 

Q. I think I have one here if you will use my photo¬ 
stat. Do you know where to look in it? A. Yes. I would 
want to see the report for the interconnected system. 

Q. You mean the Consolidated Company power sys¬ 
tem statement, F. P. C. Form No. 12. Is that what you 
are looking at? A. The Form 12 report filed by the 
Baltimore Company for the combined Holtwood-Safe 
Harbor-Baltimore, Bethlehem Steel and Washington sys¬ 
tems. 

Q. Will you tell me, Mr. Roland, after referring to 
the Consolidated F. P. C. Form No. 12 for 1944, what the 
Area 6 system peak day and hour was? [8928] A. It 
was the hour ending 6 P. M. on December 11, 1944. 

Q. Now, as I understand it, the Area 6 system means 
what? Let’s have it for the record again so we are sure 
we know what we are talking about. A. The Area 6 sys¬ 
tems include the Holtwood, Safe Harbor, Baltimore, Beth¬ 
lehem Steel and Washington systems. 

Q. Now, if you looked at the Holtwood-Safe Harbor 
system alone you might get a different day of peak or hour 
of peak, would you not? A. For the Holtwood-Safe 
Harbor system? 

Q. Yes, alone. A. Yes. 

Q. Can you tell me what that was for 1944 by re¬ 
ferring to the Penn Water F. P. C. Form 12 for the year 
1944? All I was asking for was the day and the hour. 
A. The date is April 19, 1944, and the hour is the hour 
ending 8 A. M. 
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Mr. Goldberg: That is the same information that 

is on transcript 946, isn’t it? 

Mr. Myse: Yes, except for the hour. 

By Mr. Myse: 

Q. Isn’t that correct, Mr. Roland? A. That is right. 

Q. Now, referring to Exhibit 42 page 20 and the line 
showing the figures for the hour ending 6 P. M., which as 
I [8929] understand it now, is the Area 6 system peak 
hour for 1944, will you tell me the total amount of KWH 
delivered to Baltimore Company from Holtwood and Safe 
Harbor during that hour by reference to that line, if you 
can ? A. During that hour 88,000 kilowatts was delivered 
to Maryland over the 220 K. V. circuit. 

Q. And that is shown by what column? A. That is 
shown in column 7. During the same hour, 54,000 kilowatts 
was delivered to the Baltimore Company at Highlandtown, 
Maryland. 

Q. That is shown by what column ? A. That is shown 

in column 41. 

Q. Now, let me interject a moment. The 88,000 kw is 
60-cycle energy, is it not? A. That is correct. 

Q. And the 54,000 kw is 25-cycle? A. That is right. 

Q. Now, that makes a total, if my arithmetic is cor¬ 
rect, of 142,000 kw furnished during the Area 6 system peak 
hour over those two lines or three lines, I believe. Is that 
right? A. The 142,000 is correct. 

Q. Now, isn’t it a fact that the kw available to Balti¬ 
more at the hour of Area 6 system peak in 1944 was greater 
than 142,000 kw? 

[8930] Trial Examiner: Read the question. 

(Question read.) 

The Witness : More could have been delivered to Balti¬ 
more of the 25-cycle power during that hour. I don’t know 
what the 60-cycle generating capacity was available at that 
time at Safe Harbor during that hour. They were gen- 
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erating 146,000. I don’t remember now just what the 
capacity available was. 

By Mr. Myse: 

Q. Well, isn’t it a fact that the amount of interchange 
which may have been furnished to the Pennsylvania cus¬ 
tomers to the north during that hour was available to Balti¬ 
more if it needed it? A. Yes, the interchange could have 
ceased to the northern customers and gone to Baltimore 
if they needed it. 

Q. Then to the extent there was interchange furnished 
during that hour, it was available to Baltimore in addition 
to the 142,000 kw we have found on our Exhibit 42? 

Mr. Goldberg: What does counsel mean by “was 
available to Baltimore ” ? Do you mean Baltimore had 
a right to demand that it be sent to them? 

Mr. Myse: The witness answered the question. 

Mr. Goldberg: You have got that in your present 
question and I wonder what you meant by that phrase. 

By Mr. Myse: 

[8931] Q. What do you understand “interchange being 
available to Baltimore” to mean? 

Mr. Goldberg : I would like to know what counsel 
meant? 

Trial Examiner: Just a minute. 

The Witness: Interchange is on a when, as and if 
basis, and if the supplier doesn’t want to send it, he doesn’t 
have to send it. 

• • • 

Q. What do you understand, Mr. Witness, by the term 

“Interchange being available to Baltimore”? 

• • • 

[8932] The Witness: If there is any real need during that 
hour, if there was a need for additional power in Baltimore, 
why that could be obtained by curtailing interchanges to 
Pennsylvania customers. 
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By Mb. Myse : 

Q. You mean by that curtailing the interchange which 
either Safe Harbor or Penn Water or both were furnishing 
during that hour to Pennsylvania customers? 

• « • 

The Witness : If the Holtwood generating stations and 
the Safe Harbor generating stations were generating 
energy which was being transmitted to the northern cus¬ 
tomers on an interchange basis, such interchange could 
be stopped, and if the generation at Holtwood and Safe 
Harbor continued the [8933] same way, it would be de¬ 
livered to Baltimore. 

By Mb. Myse : 

Q. Now, can you tell me how many kw of interchange 
were furnished to the Pennsylvania customers during that 
hour, and when I say “that hour”, I am referring back now 
to the hour ending at 6 p.m. on December 11,1944, Monday, 
which as I understand it is the Area 6 system peak hour 
for 1944? A. I believe I can tell you what the inter¬ 
change was at Harrisburg, but I don’t believe I have the 
hourly records for interchange with Philadelphia Electric 
Company through the railroad by hours. 

Q. Let’s have it for Harrisburg first, then. 

Mb. Myse : I might say if we have a recess now he 

can look it up and answer after the recess. 

Tbial Examineb: I don’t like to put the recess on 

the witness quite that way. 

The Witness: During that hour, that is during the 
hour ending 6 p.m. on December 11,1944, 5 megawatt hours 
were delivered to Pennsylvania Power and Light Company 
at Harrisburg, and during the same hour, 3 megawatt hours 
were delivered by Pennsylvania Power and Light Company 
to Penn Water. 
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By Mb. Myse : 

Q. Let’s translate that into layman’s language. When 
you say 5 megawatts you mean 5,000 kilowatt hours. Is 
that right? [8934] A. That is right. 

Tbial Examines : WTiere do you find that? 

The Witness : That is not in any of the exhibits. This 
is from my work papers. 

• • * 

By Mb. Myse : 

Q. Mr. Roland, do you have Table V-A of Exhibit 64 
before you? A. Yes. 

Q. Now, I see on line 20, a total of 24,000 kw listed by 
Mr. Davis as non-firm, whatever that means. I assume it 
means the non-firm demands of Pennsylvania customers on 
system peak Form 12 of—pool. Does that mean 24,000 kw 
interchange furnished to the Pennsylvania customers dur¬ 
ing the 6 p.m. December 11, 1944 hour? 

Mb. Goldbebg: I object to that, Mr. Examiner. 
The exhibit was presented by the witness Davis. The 
witness Davis [8935] will be available to explain the 
figure. 

Tbial Examinee : Was this exhibit prepared under 
your supervision? 

The Witness: Very general supervision. 

Tbial Examinee: Can you answer the question? 

The Witness: I don’t know whether all of that was on 
interchange basis or not. It is stated that it is non-firm. 
That would be either interchange or emergency. 

By Mb. Myse : 

Q. Well, all of it would be available to Baltimore dur¬ 
ing that hour, if Penn Water or Safe Harbor or both chose 
not to deliver to the Pennsylvania customers? 
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[8936] The Witness: The 24,000 kilowatts were being gen¬ 
erated at that time and delivered on a non-firm basis, and 
presumably therefore, it could be diverted to Baltimore. 

By Mb. Mysb : 

Q. That is what you understand! Strike that. That is 
what you understood when I say available to Baltimore! 
A. Yes. 

Mb. Goldbebg : There are no legal implications in¬ 
volved in your question. Is that right! 

Mb. Myse: I didn’t intend any. 

By Mb. Myse : 

Q. Now, do you know whether or not the figure shown 
on Table Y-A of Exhibit 64 on lines 15 to 20 inclusive, are 
figures for the time of this area 6 system peak demand for 
the hour ending 6 p.m. December 11, 1944! A. Might I 
have that Form 12 report for the combined systems! 

(Report handed to witness). 

The Witness : The answer to your question is yes. 

• • • 

[9040] The Witness : Mr. Examiner, there was a question 
asked me on page 8922 yesterday that I think should be 
cleared up somewhat. Line 21. 

By Mb. Myse : 

Q. 8922, answer beginning line 23! A. That is cor¬ 
rect. I would like to ask Mr. Myse if he meant there one 
particular hour during the day where he stated daily peak! 

Q. It is always one hour, isn’t there during the day! 
It can’t be two hours, unless it is by coincidence. A. If 
that is what you had in mind, I will want to modify my 
answer somewhat then in that I do find in Exhibit 42 hours 
during the daily peak when there was transfer from Mary¬ 
land to Pennsylvania. 

Q. Will you refer me to those hours, then! A. 
August 21, Monday, that is page 10. 
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Q. Which hour are you referring to? A. There 
were transfers from Maryland to Pennsylvania [9041] dur¬ 
ing every hour of the day. And one of those hours presum¬ 
ably was the peak hour that you had reference to in your 
question on line 2. 

Q. All right. Now what other hours? A. What 
other days? 

Q. Yes. A. I think that is true for the entire week 
of August 21, August 22, August 23, August 24, August 25. 
August 26 is a Saturday which I believe was ruled out as 
not being one of the peak days by your question. 

• • • 

[9043] Trial Examiner: I am not so certain that coun¬ 
sel shouldn’t be confined in this respect. That we are 
now on a different line of inquiry. Your question as 
put to the witness requires that he go back and review 
in his mind the testimony of the last two days possibly 
if there is any matter of question of peak. 

Now, in regard to the line of questioning that you 
are now engaging in since you initiated it I should 
think that you state the question. 

Mr. Myse: Mr. Examiner I didn’t initiate anything 
this morning. 

Mr. Goldberg: You initiated this line of question¬ 
ing. 

Trial Examiner : Let me inquire—did the witness 
start [9044] out by testifying as to peak? 

Mr. Myse: You mean this morning? 

Trial Examiner: Yes. 

Mr. Myse : That was my understanding. 

Trial Examiner: Well, he didn’t. 

Mr. Myse : He volunteered some information about 
the answer at 8922 that he wanted to clarify what he 
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meant by the answer in which the word daily peak was 
used. 

Now, I am trying to find out what he meant by 
daily peak. 

Mb. Goldbebg: You used it in the question. 

Trial Examiner : I think that since you are putting 
a question to the witness in which that phrase is in¬ 
volved it is not quite fair to the witness to stop and 
ask him whether what he generally means by what he 

used insomuch as he used it in his testimony. 

• • • 

[9045] Mb. Myse: I didn’t introduce it in the ques¬ 
tioning. 

Well, maybe I can clear this thing up. I move to 
strike all testimony of the witness up to this point this 
morning. It was not responsive to any question of 
mine. 

Trial Examiner: The motion to strike is denied. 

• • • 

[9050] Q. Well, would you consider the hour of maximum 
generation equivalent to the hour of peak demand on the 
Holtwood-Safe Harbor system? A. That is one way of 
measuring peak demands, but you may not be interested 
in that. 

Q. I am asking you as an engineer. A. It is the 
peak demand on the generating plants. 

Q. But it wouldn’t be the peak demand on the system? 
A. Ordinarily not. I don’t know whether the Holtwood- 
Safe Harbor system so treats it or not. I don’t recall at 
the moment. Ordinarily that would not be the peak demand 
on the system. You would have to take into account energy 
received and energy delivered to other utility companies 
which would not correspond to maximum demand on the 
generating station. 
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[9063] The Witness : That is not so. The contracts played 
a very small part in my testimony on this subject. 

By Mb. Myse : 

Q. Well, what part did they play? A. I was inter¬ 
ested in knowing what kind of deliveries were being made 
at the various points, whether they were firm deliveries or 
interchange deliveries and whether the energy so delivered 
was paid for, just a general understanding of the contract. 
I didn’t need to know all the details. It played no part in 
this study at all. 


[9066] Q. Now, if I understood your opening statement 
this morning, Mr. Roland, the one that was not in response 
to any question, do you recognize what I am referring to? 
A. I do, yes. 

Q. You said there was a backfeed, as I recall it, during 
the hours of daily peak hour on the Holtwood-Safe Harbor 
system. Is that it? A. Yes. 

Q. Now, in making that statement, did you take into 
account any circulating energy which may be transmitted 
from one side of the Baltimore system over the 220 kv 
line to Safe Harbor, and then transmitted south over the 
other 220 kv line to the other side of the Baltimore Com¬ 
pany system? A. No such energy was circulating on 
August 21. 

Q. I think you referred to August 25, however, didn’t 
you? A. I started with August 21. 

Q. I am sorry. Just a moment. You say August 21 
there is no such circulating energy. Is that your answer? 
A. That is correct. There was some during three [9067] 
hours on August 22. 

Q. How do you determine that? A. From Column 
4 and Column 7, energy was being delivered from Maryland 
to Safe Harbor during that hour, and during the same hour 
energy was being delivered from Safe Harbor to Maryland. 



Stanley W . Roland, Cross 


1295 


Now, that may have been that it was coming up on one 
of the 220 kv circuits and going back on the other, or it may 
have reversed on both circuits during the hour, I don’t 
know. I would have to go back and examine the daily log 
sheets to determine that. 

Q. Well, that is a possibility at times though, is it not? 
A. Which? 

Q. That you have circulating energy going up on one 
220 circuit and coming back immediately on the other 220 
circuit. A. But I wouldn’t call it circulating energy. 

Q. What would you call it? A. If Baltimore is 
attempting to feed to PEPCO, you have two parallel cir¬ 
cuits, one 220 kv circuit that goes by way of Westport and 
Ellicott City and you have the other circuit by way of 
Riverside and Safe Harbor down, so the two circuits are 
in parallel and if you are putting energy from Baltimore 
to PEPCO you may have it going up on one and back on 
the other. If the process is reversed, [9068] where PEPCO 
is delivering to Baltimore, you may have it go up on one 
circuit to Safe Harbor and back to Riverside on the other. 

Q. So that you may have a situation where PEPCO, 
that is Potomac Electric Power Company wants to deliver 
energy to Baltimore under its contract to Baltimore and in 
doing so the energy travels up one 220 circuit to Safe 
Harbor and down the other 220 circuit to Riverside in 
Maryland, is that right? A. That might result in this: 
Where energy is being transmitted to Safe Harbor over 
one of the circuits and simultaneously energy is being 
transmitted from Safe Harbor in the opposite direction 
over the other circuit, it doesn’t necessarily follow that 
energy delivered by PEPCO goes to the Safe Harbor bus 
and then turns around and comes back out down to Balti¬ 
more. 

Q. You say it doesn’t necessarily follow? A. No. 
It doesn’t necessarily follow. 

Q. It is a possibility though. A. The energy deliv¬ 
ered on one of the circuits would be co-mingled with energy 
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that would be generated at Safe Harbor or delivered to 
Safe Harbor at the same time from other sources of supply. 

Q. If Safe Harbor were shut down there wouldn’t be 
any co-mingling of energy, would there? [9069] A. If 
Safe Harbor were shut down and you had energy being 
delivered on one of the circuits, one of the two 220 kv cir¬ 
cuits and out again on the other 220 kv circuit and there 
was no other energy coming into the 60-cycle bus then it 
would be Baltimore energy that would be sent from Balti¬ 
more to Safe Harbor and back to— 

• • # Then it would be PEPCO energy that would 

be sent to Safe Harbor and back to Baltimore. 

• • • 

[9078] Q. Now, with respect to the 110 kv loop, there are a 
great many taps on that loop, are there not? A. Well, I 
see two of them here between Riverside and Westport on 
this diagram, exhibit 216. 

Q. Aren’t there a good many more than shown on ex¬ 
hibit 216? A. I don’t know. 

Q. Aren’t you familiar with that loop at all? A. I 

didn’t study the Consolidated system. 

• • • 

[9082] Q. What I mean is it possible that they may not 
have enough generating units to take care of the load of 
that side of the Baltimore system near Riverside, is that 
right? A. Such a situation may arise; I am not familiar 

with the Baltimore system. 

• • • 

[9085] Q. Now, it could well be that the reverse could hap¬ 
pen, there might be a deficiency in the Westport area and 
Riverside would be generating more than enough to take 
[9086] care of its area, and Safe Harbor shut down so that 
there would be a transfer from the Riverside area to the 
Westport area. A. I suppose that is possible, but I 
don’t know anything about the Consolidated system, how it 
operates or what the relative loads are or what the relative 
generating capacities are. 
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Q. And yon made no study to determine any of those 
things, did you? A. No, that was not involved in my 
study; I was studying the Safe Harbor-Holtwood system. 

• • • 

[9087] Q. Now, Mr. Roland, I think we can summarize the 
questions and answers we have been having for the last 
fifteen or twenty minutes by saying isn’t it true that where 
we have two or more parallel paths between Westport and 
Riverside, as we do, and one of them is via the Safe Harbor 
bus, that any transfer of energy between Westport and 
Riverside would mean that some of the backfeed energy 
metered at Safe Harbor is energy generated and consumed 
by Baltimore? # # • 

[9088] A. Of course your question assumes that there is an 
exchange between Westport and Riverside. 

Q. That is right. A. I don’t know whether that 
occurs, but when it does occur it would divide in those 
parallel paths. What I have in mind is if there was a 
transfer from Westport to Riverside, that transfer would 
take place over the various parallel paths, one of which 
would be Safe Harbor circuits. 

Q. Then is the answer to my question “Yes”? A. 
With those qualifications that I made, that would be true. 

Q. Yesterday we were talking, near the time we ended 
at least, about the maximum demands during various hours 
in the Area 6 system and maximum demands on the Holt- 
wood-Safe Harbor system, as I remember it, distinct from 
the Adrea 6 [9089] system. 

Now, my question to you is as follows: Isn’t it true 
that the maximum kwh furnished at the time of the PW- 
Safe Harbor system peak would not only be different in 
quantity, but different in time to the maximum kwh fur¬ 
nished from the Area 6 system at time of peak? A. It 
was different in 1944. They did occur at different times. 

Q. It is different in time and quantity, is it not ? A. 
Well, the area 6 peak is over a million kilowatts, that is the 
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animal system peak, and the Safe Harbor-Holtwood system 
peak being a part of that obviously would be less than for 
Area 6. 

Q. It is also true that the maximum demand in kwh 
or kw over an hour, if you will, on the Baltimore system 
peak would come at a different time from either the Area 6 
system peak or the PW-Safe Harbor system peak? A. 
It might. I don’t know whether that was true in 1944 or not. 

Q. Did you make any study of that situation? A. I 
remember looking at them at the time of the peak on Area 6 
and the Baltimore system by itself and the Holtwood-Safe 
Harbor system by itself, but I don’t recall now as to when 
the peak occurred on the Baltimore system. 

Q. Likewise the maximum demand in Kwh or kw over 
an hour on the Penn Water system alone would be—would 
come at [9090] a different time, be different in amount than 
such maximum demands at time of peak on either the Area 
6 system, the Penn Water-Safe Harbor system, or the 
Baltimore system. Isn’t that true? A. I haven’t inves¬ 
tigated it, but it is quite likely that the peaks would not 
coincide. 

Q. Now, isn’t it also true that the peak demand on 
Penn Water’s 25-cycle system alone might come at an 
entirely different time than the peak demand on the Area 6 
system, the Penn Water-Safe Harbor system, the Balti¬ 
more system or the Penn Water system as a whole? A. 
The peak demand on the 25-cycle system would occur when 
you had maximum amount of generation, which would 
probably be during the high-flow months of the year, and 
that would not necessarily, or it is very unlikely that it 
would occur at the same time as the area’s or the system’s 
peak. 

Q. Or any of these other system peaks that we were 
discussing? A. Well, it may not be so different from 
the system peak on the Penn Water-Safe Harbor system. 

Q. Why do you say that? A. Well, because both 
of them are related to maximum generation, as I under- 
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stand the way they report system peaks for the Penn 
Water- Safe Harbor system. 

Q. Isn’t it because they are coordinated? [9091] A. 
The two hydro plants are on the same river and if there 
was high flow at one place there would be at the other so 
you would have maximum generation at both plants. 

Q. It doesn’t necessarily follow, does it, because at the 
one plant you have a steam plant generating in addition 
to hydro? Isn’t that correct? A. That is true. I just 
discounted the steam because that usually runs along at 
full load anyway. 

Mr. Myse : May I have that question back where I 
talked about coordination of the two plants and the 
answer to it? 

(Question and answer read). 

By Mr. Myse : 

Q. Does that mean that the answer you just gave that 
was read, means “Yes” to my question? A. Your ques¬ 
tion being that the simultaneous occurrence of peaks at the 
Holtwood plant and the Safe Harbor plant is the result of 
coordinated operation? Is that what you have in mind? 

Q. No, that isn’t it exactly. I think I can restate it. 
Isn’t it a fact that one of the reasons why the max im um 
demand on the Penn Water system might coincide with the 
Penn Water-Safe Harbor system is because the two plants 
are coordinated? A. Whether they were coordinated or 
not it would seem to me that both being on the same river 
you would necessarily [9092] have maximum generation at 
both plants at the same time. 

From your question there I am of course assuming that 
flows are above the full discharge capacity of the plant, so 
that you would be spilling water; and in that case you 
would have maximum generation at both plants. Now, if 
the flows were less than that, then you would only get 
maximum generation simultaneously at the two plants by 
coordinating their operations. 
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Q. I think you said some place in your testimony, it 
may be your direct at page 932—at that page you pointed 
out, did you not, that the eight—25 cycle hydro generating 
units at Holtwood were used and useful principally for 
delivering energy to Baltimore Company at Highlandtown. 
Is that right? 

• • • 

[9093] The Witness: I stated that most of the energy gen¬ 
erated by the eight—25 cycle generating units at the Holt- 
wood hydro plant is delivered to the Baltimore Company 
at Highlandtown. 

By Mb. Myse : 

Q. Am I to understand by that answer that you mean 
that those eight units are used for service to Baltimore 
Company? A. Those units generate electric energy 
which is transmitted to Baltimore Company at Highland- 
town, among other places. 

Q. Can you answer my question directly, Mr. Roland? 

Mr. Goldberg: I object, Mr. Examiner. The ques¬ 
tion has been answered directly and responsively. 

The Witness: I stated the fact. As I understand it, 
you injected the word “service”. 

By Mr. Myse : 

Q. No, used for service to Baltimore. A. You have 
the word “service” in there. I am saying these units 
generate electric energy which is transmitted to Baltimore. 

Q. That means they are used for that purpose. Isn’t 
that what you mean? A. Yes. 

• • • 

[9095] Q. Well, can they be used for any other purpose 
other than service to Baltimore? A. I stated in my 
direct what they were used for. They were used to generate 
electric energy delivered to Baltimore Company at High¬ 
landtown. They were also used to generate electric energy 
which is transmitted to PP and L Company at Lancaster, 
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and at times they are used to transfer energy to the 60- 
cycle bus at Holtwood. 

Q. You say the 25-cycle hydro generators are used to 
transfer energy to the 60-cycle bus. That is what you just 
said. A. Through the frequency changer. 

Q. But the generators themselves can’t do that, can 
they ? A. The energy is generated by the 25-cycle units, 
and converted to 60-cycle by means of the frequency 
changers. 

Q. Well, other than the uses you just spoke about, 
that is in generating 25-cycle energy delivered to PP and 
L at Lancaster, and delivering 25-cycle energy to the con¬ 
verters at Holtwood, those 25-cycle generating units have 
no other use than to generate energy to be delivered to 
Baltimore? A. Those are the only three outlets for the 
energy generated by the 25-cycle units at Holtwood. 

Q. And it follows, then, does it not, that they couldn’t 
be used for anything else? [9096] A. Unless you include 
use as a synchronous condenser. 

Q. How would they be used in that manner? A. 
They would be operated as a motor to supply reactive to 
the system. 

Q. Where would the energy come from to operate those 
units? A. That would have to come through the fre¬ 
quency changer from the 60-cycle system. 

Q. Do you know whether that happens frequently at 
Holtwood or not? A. I don’t believe so. 

Q. What would be the purpose of operating those 
eight units as synchronous condensers? A. Offhand I 
wouldn’t see that there would be any purpose in doing it. 
I said they could be. 

Q. As a matter of fact, it is true, isn’t it, that only one 
of the eight could be used that way? A. I believe it is 
number 8 unit that is used at times or operated as a syn¬ 
chronous condenser. Whether or not the others can be, I 
am not sure. I believe that there is only one, however, that 
is used as a synchronous condenser. 
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Q. That use is a very small number of hours, if any, 
during any one year. Isn’t that right? A. I don’t know. 
[9097] Q. Will you refer to Exhibit 42 again, page 20? 
Will you refer me to the amount of energy delivered to 
Baltimore at Highlandtown during the Area 6 system peak 
hour in 1944? A. We discussed the hour a day or two 
ago, and as I recall that was the hour ending 6 p.m. 

Q. Yes, that conforms to my recollection. A. In col¬ 
umn 41, then, of Exhibit 42, page 20, 54,000 kilowatts were 
transmitted to Highlandtown sub-station during that hour. 

Q. Do I understand that to mean that 54,000 kilowatts 
of demand on the Holtwood 25-cycle system by Baltimore 
during that hour? 

The Witness: May I have that question, please? 

(Question read). 

The Witness: That question is somewhat confused. 

Mb. Myse: It is garbled. Let’s strike it out and 

start over. 

By Mb. Myse : 

Q. Will you tell me what that 54,000 means in terms 
of demand? A. It means that the 25-cycle units at the 
Holtwood hydro plant were supplying 54,000 kilowatts of 
25-cycle demand in the Baltimore system. 

Q. There would have to be that demand in the Balti¬ 
more system or they wouldn’t be supplying it via High¬ 
land- [9098] town. Isn’t that correct? A. Yes. 

Q. And there is no question but that that is an actual 
metered delivery during that hour, is there? A. It is 
metered at Highlandtown. 

Q. There might be a small amount of loss. Is that what 
you had reference to? A. No, not the way I answered 
your question. It means that Holtwood, to supply 54,000 
at Highlandtown has to generate something more than 
54,000. 
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Q. So that the demand on the Holtwood 25-cycle 
system, if I understand you, is slightly greater than 54,000 
during that hour. A. You are talking now about the 
Holtwood 25-cycle system? 

Q. Yes. Isn’t that where the energy comes from? 
A. Yes. I think I understand what you mean, that the 
demand on the Holtwood 25-cycle system would be greater 
than 54,000, yes. 

Q. I take it if we refer to page 4 of Exhibit 42, column 
41, for the hour ending 8 a.m. we would find that 69,000 
kwh were delivered during that hour to Highlandtown from 
the 25-cycle system at Holtwood. Is that right? 

Tbial Examines: What page is that? 

Mb. Myse : Page 4. 

[9099] By Mb. Myse: 

Q. And again that 69,000 figure means that the demand 
on the Holtwood 25-cycle system during that hour was 
something greater than 69,000? A. Well, the total de¬ 
mand on the Holtwood 25-cycle system as I understand it, 
was 81,000. 

Q. Well, I meant the demand by Baltimore on the 
25-cycle system at Holtwood. A. The demand of the 
Baltimore Company at Holtwood’s 25-cycle system is the 
69,000. 

Q. Well, to take care of the losses, however, it would 
be something greater, would it not? A. But that is on 
Holtwood’s own system, not on the Baltimore system. 

Q. I mean on Holtwood’s own system. The amount of 
capacity necessary to furnish that 69,000 to Baltimore 
would have to be greater than 69,000, would it not? A. 
As I said before, the generation at Holtwood would have 
to be in excess of 69,000 in order to deliver 69,000 at High¬ 
landtown. 

Q. To take care of the losses. A. That is right. 

Q. Now, as I recollect that hour ending 8 a.m. on 
April 9,1944, is the hour of peak demand on the Holtwood- 
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Safe Harbor system. Is that correct? [9100] A. Yes, as 
those two companies reported in their Form 12 report to 
the Commission for the year 1944. 

• • • 

[9129] Q. Isn’t it a fact, Mr. Roland, that when you con¬ 
nect a motor to an electrical circuit you thereby consume 
energy at that point if the motor is running and carrying 
a load? A. Yes. 

Q. Now, when you are running a converter at Holt- 
wood, for example, the electrical machine on the end of the 
shaft, which is taking in energy is being operated as a 
motor, is it not? A. Yes. 

Q. So that that motor is consuming the energy put 
into the converter, is it not? A. Well, the energy sup¬ 
plied to the motor end of it is converted into mechanical 
energy; if that is what you mean by consuming, why, that 
is correct. 

Q. Now, Mr. Roland, it is true, is it not, that if we were 
to connect a motor, electric motor, to any electrical circuit, 
and put a mechanical load on that motor, that motor would 
consume electric energy, would it not? A. That term is 
often used when you have a conversion of energy from one 
form to another; it is very often called a consumption of 
energy. 

Trial Examiner : Just a moment. Now, this is not 
critical, but it should be said. The Examiner overheard 
a whispered conference at staff counsel’s table just 
before [9130] the witness gave his answer, in which 
the very words that the witness used in his answer were 
said audibly enough for the Examiner to hear, and 
presumptively the witness could have heard. 

Now, I think that all conferences and all state¬ 
ments that are made at staff counsel’s table or any 
other counsel’s table, should be said in such a tone that 
they should not carry beyond the table. It is unfair to 
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the witness, and it can be unfair to cross-examining 
counsel. 

Me. Goldberg: Mr. Examiner, if we had been dis¬ 
cussing anything at counsel’s table, staff counsel’s 
table, it has been a discussion only amongst ourselves, 
and if the Examiner has been able or was able to over¬ 
hear the tone at staff counsel’s table, then the Exam¬ 
iner has extremely sharp ears, and I say, Mr. Ex¬ 
aminer— 

Trial Examiner (Interposing): I don’t think my 
statement needs to be argued about; I think it is some¬ 
thing that I should be permitted to say without coun¬ 
sel’s saying anything about it. 

I stated at the beginning that it was not critical, 
but I am stating it so that it will not be repeated. 

Mr. Goldberg: We can hear counsel for the re¬ 
spondents at staff counsel’s table, and I imagine the 
Examiner can hear those statements, too. 

Trial Examiner : Proceed, Mr. Myse. 

[9131] Mr. Myse: May I have the last answer? 

Mr. Goldberg: I think the Examiner should state 
the approximate distances of various tables, and of 
the counsel table, and the witness and the bench. 

Trial Examiner : I think that remark is to be con¬ 
sidered as an impudence to the Trial Examiner. 

Mr. Goldberg : It is not so intended, Mr. Examiner. 
It is intended to state the facts. 

Mr. Myse : May I have the last question read, and 
if it has been answered, I would like to have the last 
answer. 

Trial Examiner: Read it. 

(Question and answer read.) 
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By Mb. Myse : 

Q. Now, Mr. Roland, it is true, is it not, that if we 
were to connect a motor, electrical motor, to any electrical 
circuit, and put a mechanical load on that motor, that motor 
would consume electric energy, would it not! A. It is 
ordinarily considered as being consumption, I mean, you 
are converting energy from one form to another, which is 
ordinarily thought of as consuming energy at that point, 
yes. 

Q. And if I use that motor to beat my eggs in the 
morning that would be converting electric energy to 
mechanical power for the purpose of beating eggs! A. 
That is right. 

[9132] Q. And for that purpose, I consume electric energy, 
do I not! A. Yes. 

Q. And I am billed for that consumption by the local 
utility company! A. Yes. 

[9133] Q. Now, likewise, when we have a converter at 
Holtwood, and that converter is being operated so that 
energy is being fed into the sixty-cycle end of the converter, 
and energy is being transmitted away from the 25-cycle end 
of the converter, the 60-cycle end is acting as a motor, is it 
not! A. Yes. 

Q. And that motor is consuming electric energy! 
A. Yes. 

Q. Being converted to mechanical power, is it not! 
A. Yes. 

Q. And that power is being transmitted along a shaft 
usually! A. Yes. 

Q. It could be transmitted by any other mechanical 
means, could it not! A. I don’t have any other mechan¬ 
ical means in mind. 

Q. Well, a set of gears, a belt. A. Well, even that 
would require a shaft, I presume, but that is all right. 

Q. And the 25-cycle end of that converter on the other 
end of the shaft is acting as a generator, is it not! A. 
Yes. 
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Q. The mechanical power transmitted along the shaft 
or by whatever other mechanical means there are, turns the 
[9134] electrical machine on the 25-cycle end and that gen¬ 
erates 25-cycle energy? A. Yes. 

Q. So that it is fair to say, is it not, that any 60-cycle 
energy that is fed into that converter at Holtwood is con¬ 
sumed at the converter at Holtwood? 

Mr. Goldberg: I object to that. We have gone over 

that and the witness has stated what he means by 

consumed. 

Trial Examiner: Read the question. 

(Question read.) 

Trial Examiner : You may answer. 

The Witness : In the sense that the 60-cycle energy is 
converted into 25-cycle energy. 

By Mr. Myse : 

Q. And also in the sense that the 60-cycle energy is 
used to turn an electrical machine on the 60-cycle end of 
the converter as a motor, isn’t that right? A. That is 
part of the process. The various steps that are gone 
through in making that 60-cycle energy come out on the 
other end as 25-cycle energy. 

Q. Well, it isn’t the same energy, is it? A. There is 
no other source. 

Q. There is no electrical connection across the con¬ 
verter? A. There is no other source of electric energy 
which is supplied [9135] to the converter other than the 
60-cycle energy that is supplied to it. 

Q. A prime mover could be a steam engine, couldn’t it? 
A. Yes, but then it wouldn’t be a frequency converter. 

Q. Simply because you have a steam engine instead of 
an electrical motor, is that the only reason? A. No, you 
would not be converting energy at one frequency to energy 
at some other frequency. 
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Q. Now you are using the word energy there; there 
isn’t any path of electrical energy that runs through the 
converter, is it? A. Well, we stated that before. There 
is no electric circuit that is continuous from the 60-cycle 
side to the 25-cycle side. 

Q. Well, I still would like to have an answer to my 
question awhile back, isn’t it fair to state that the 60-cycle 
energy fed into that converter is consumed in the 60-cycle 
motor on the sixty-cycle end of the converter. 

Mb. Goldberg: I object. It has been answered at 
least three times. 

Trial Examiner: Didn’t the witness answer the 
question? 

Mr. Myse: I don’t think the witness answered it 
directly. 

Mr. Goldberg: Don’t think he answered what 
directly? 

[9136] Trial Examiner: Read the question. 

(Question read.) 

Trial Examiner: You may answer. 

The Witness: I can only answer it the way I did 
before, that you supply 60-cycle energy to the motor which 
is converted to mechanical energy and then back from 
mechanical energy to electric energy and then it comes out 
25-cycle energy at the other end. 

Mb. Myse: Can’t you answer that question yes 
or no? 

Mr. Goldberg : I object. The witness can answer 
the question that way. 

Trial Examiner: Can you answer. 

The Witness: I can answer, yes, but with the qualifica¬ 
tion of what I mean by consumption of energy which is so- 
stated in my last answer. 
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By Me. Myse: 

Q. Well, do you say yes with that qualification! A. 
With that understanding as to what is meant by the con¬ 
sumption of energy, yes. 

Q. So that with that understanding of consumption of 
energy, any 60-cycle energy which may be generated at 
Safe Harbor and transmitted to Holtwood to the converters 
is so-consumed, is it not! 

Mb. Goldbebg: I object to that question. It has 
already been answered, Mr. Examiner, it has been 
answered [9137] at least four times. 

Me. Myse: Not this question. 

Tkial Examinee : What is the difference ! 

Me. Myse: We are taking it back to the energy 
generated at Safe Harbor, 60-cycles. 

Me. Goldbebg : What have you been talking about 
all along here! 

Tbial Examinee : You may answer the question. 
The Witness : The 60-cycle energy which is transmit¬ 
ted from Safe Harbor to the 60-cycle end of frequency 
changer at Holtwood is converted to energy of 25-cycles. 
By Me. Myse : 

Q. Well, you haven’t answered my question. My ques¬ 
tion was is it consumed in the sense we were just talking 
about with the qualifications we were just talking about. 

Me. Goldbebg : I object to that, Mr. Examiner; the 
witness has just stated his conception of consumption 
for the sixth time. 

Tbial Examinee: You may answer. 

The Witness: It is consumed in the sense that the 
electric energy supplied from Safe Harbor at 60-cycles is 
converted into mechanical energy and from mechanical 
energy into electrical energy and then comes out of the 
25-cycle end as 25-cycle energy. 
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[9138] By Mb. Myse: 

Q. It is also the fact, is it not, that any 60-cycle energy 
generated by steam at Holtwood would be consumed in the 
same sense if it were fed to the converters at Holtwood; 
isn’t that correct? A. Yes, it wouldn’t matter what the 
source of the energy was; it is all 60-cycle energy. 

Q. And that would be the only way energy—I am not 
saying whether it is electrical energy or mechanical energy 
—could get from the steam generators at Holtwood to the 
25-cycle system at Holtwood. Isn’t that correct? A. 
Yes, it has to go through a frequency changer some place. 

Q. Now, if you will refer to the frequency changers at 
Safe Harbor, something else happens other than change in 
frequency, does it not? A. Yes, this change is also from 
three-phase to single-phase or vice versa. 

Q. Can you explain that for the record in layman’s 
language, from three-phase to single-phase energy? A. 
Well, a three-phase circuit is essentially three single-phase 
circuits with a time displacement of the voltages in each of 
those circuits. Those three single-phase circuits, of course, 
would not require six conductors. They usually are either 
three conductors or four conductors. [9139] But they are 
essentially three single-phase circuits with this time dis¬ 
placement that I have mentioned. 

Q. What is there about the railroad load which would 
require single phase service instead of three-phase serv¬ 
ice? A. I believe it is because of the railroad use of a 
trolley—and wants to use single-phase motors. 

Q. You can’t feed three-phase energy into a single¬ 
phase motor and expect it to work. Is that the idea? A. 
I am sorry. I want to hear that again. 

(Question read.) 

The Witness: I don’t see how that would be physically 
possible. I mean whether it would work or not. I don’t see 
how you could do it. You could take one phase off the three 
phase circuit and operate a single-phase motor, but I 
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wouldn’t know how you put three-phases into a single¬ 
phase motor. 

By Mr. Myse : 

Q. I don’t know either and that is why I am asking 
you. Certainly you can’t feed 25-cycle energy into a motor 
that uses 60-cycle energy and expect it to work either, 
can you? A. Not very well. 

Q. Well, will it work at all? A. Your question was 
that you are supplying 25-cycle [9140] to a 60-cycle 
machine? 

Q. Yes. 60-cycle electric motor. A. Offhand, I 
don’t know whether that would operate or not. It certainly 
would not run at the rated speed, but whether it would run 
or not, I don’t know. 

Q. Well, you as an engineer would not advise anybody 
to hook up a 60-cycle motor to 25-cycle source. A. I 
would not. 

Q. And you would not advise them to hook up a 25- 
cycle motor to a 60-cycle source of energy. A. I would 
not, no. 


• • • 


[9145] Q. Exhibit 42 is, as I recall it, limited to the year 
1944 and certain selected days, is that correct? 

Mb. Goldberg: What year? 

By 1 Mr. Myse : 

Q. 1944, I am sorry; and certain selected days. A. 

Yes. 

Q. Now, if the circumstances have changed since 1944, 
those circumstances would no longer hold? A. Obvi¬ 
ously. 

Q. The circumstances as shown in exhibit 42 would no 
longer be true? A. Well, I can’t answer that; I don’t 
know what circumstances you are talking about now. 
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Q. Well, one circumstance, for example, is the change 
in character of the flows to Metropolitan Edison Company. 
A. It may or may not change it; I don’t know. 

Q. You have made no study to determine that, though? 
A. I made my study for 1944; I don’t know what effect 

[9146] the new contract has had on that. 

• • • 

[9152] Q. Now, at the bottom of Page 962, you were talk¬ 
ing about co-mingling of energy. Is that right? A. Yes. 

Q. And that co-mingling you were talking about takes 
place at both Safe Harbor and Holtwood when energy is 
supplied at those points simultaneously from more than 
one source? A. Yes. 

Q. That means, does it not, Mr. Boland, that when 
there is energy being generated at Safe Harbor and being 
fed to the Safe Harbor 60-cycle bus or for that matter any 
other source of 60-cycle energy is coming into the bus 
through meter 8, and at the same time there is backfeed 
energy coming into the same bus via meters 5 and 6, that 
there is also a co-mingling of energy at Safe Harbor? 
A. That is true, but it couldn’t be coming in on all the cir¬ 
cuits at the same time. Something has to go out. 

Q. It could be coming in on all those circuits that I 
mentioned at the same time, couldn’t it? A. From the 
generators only. From the 69 kv circuits and Maryland, 
I don’t believe so. 

Q. Couldn’t it be consumed in the 60-cycle end of the 
frequency changer at Safe Harbor? A. It isn’t very 
likely. It is physically possible, [9153] but I mean the sit¬ 
uation that you describe, I couldn’t believe would warrant 
it to occur. 

Q. Then, let’s limit the question by saying when energy 
is being generated at Safe Harbor and fed to the 60-cycle 
bus via meter number 1 on Exhibit 39 and backfeed is com¬ 
ing into the same bus via meters number 5 and 6 on Ex¬ 
hibit 39, that then under those circumstances co-mingling 
of that energy takes place. A. Yes. 
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Q. And anything that leaves the 60-cycle Safe Harbor 
bus is what you might call co-mingled energy! A. That 
is right, sir. 

• • • 

[9155] Me. Spabks: Mr. Examiner, may I make a 
statement in regard to the matter which your Honor 
spoke about at the beginning of the afternoon session! 

We understand that your Honor’s position is that 
we should go forward with the cross examination of 
the witness Joseph tomorrow or Friday! 

Tbial Examinee: No, the Examiner’s position is 
that the hearing should proceed tomorrow and Friday, 
and if the presence of the witness Joseph is necessary 
in order to enable the hearing to do so, then perhaps 
compulsory process, if necessary, can be used in order 
to produce the witness. 

Mb. Spabks: Let me say this, if your Honor 
please: For reasons which I have mentioned before it 
will be impossible for Respondent to go ahead with the 
cross examination of anyone else but the witness 
Joseph, and since our cross examination of the witness 
Joseph tomorrow or Friday would be at the specific 
order of your Honor and over our objection, we would 
go forward if you order us to do so over our objection, 
and we will do so if the witness Joseph is present to¬ 
morrow or Friday. 

Tbial Examinee: Very well. 

Mb. Goldbebg : I can state to the Examiner the wit¬ 
ness Joseph will not be here tomorrow or Friday. As 
I stated weeks ago, it is impossible for him to be here 
during the month of December. 

[9156] However, there is no reason in the world the 
hearing cannot go forward on Thursday and Friday 
with the cross examination of any of the other five wit¬ 
nesses who have testified on a number of subjects. I 
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confess that I am at a loss to understand this repeated 
protest about being required to go forward, this re¬ 
peated statement that they are not prepared to go 
forward. 

After all, they have only had Sy 2 months to pre¬ 
pare for cross examination. I just don’t understand it 
when counsel for the Staff has almost continuously 
with the exception of one or two days gone through the 
cross examination of each and every one of these 
witnesses. 

• • • 

[9157] Mb. Goldberg: I suggest that counsel move to 
strike Mr. Joseph’s testimony, and I will put on a rate 
of return witness on rebuttal and we will agree to 
strike Mr. Joseph’s testimony if that is the only way 
they can go forward? 

• • • 

[9166] By Mr. Myse: 

Q. In any event, Mr. Roland, the 25-cycle capacity 
available to Baltimore from the 25-cycle system of Holt- 
wood has not decreased since prior to June 1, 1931, has 
it? [9167] A. The amount of generating capacity avail¬ 
able has not decreased. 

Q. And as a matter of fact, one reason it hasn’t de¬ 
creased but has increased is because the amounts of 25- 
cycle delivered to Lancaster have decreased since prior to 
June 1, 1931. Isn’t that correct? A. I believe that has 
decreased in the Lancaster area—25-cycle service. 

Q. So if anything has happened since prior to June 1, 
1931, there has been an increase in the 25-cycle capacity 
available to Baltimore from the Holtwood 25-cycle system. 
Isn’t that right? A. Yes. 

• • • 

[9172] The Witness: I could have picked some other 
metering point other than the Little Inch, the South Man- 
heim and South Akron. Those were distribution points on 
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the PP and L system in Lancaster. A considerable part of 
that energy is supplied by Holtwood and that in my opinion 
is a resale. It is not consumed on the PP and L system* 

By Mb. Myse : 

Q. Is that what you had in mind when you spoke of 
resales at line 18, page 835? A. I had in mind that the 
energy which Holtwood sold to these various customers 
was in turn sold by the company purchasing from Holtwood 
to its customers. 

Q. All of it? A. All of what? 

Q. All of the energy received from Holtwood* A* 
Not necessarily. Some would be used in line losses and 
station services. No, I wouldn’t say all of it, because [9173] 
I don’t know. 

Q. Well, the extent to which it is used in line losses, 
station services or consumed in the motor ends of convert¬ 
ers if they have any, it is not resold, is that it? A* Well, 
that which is consumed as a line loss is not resold. 

Q. And that which is consumed in station losses is not 
resold? A. No. 

Q. And that which is consumed in the motor ends of a 
converter is not resold, is it? A. Well, it is resold in the 
sense that it is first converted into a different frequency, 
and then it is resold. 

Q. First converted to mechanical energy and then back 
to electrical energy and then you say it is resold* A. 
That is the customary way of describing the process. The 
energy is supplied by Holtwood, taking your case as an 
example, being supplied to a frequency changer and before 
it is resold it is converted to another frequency. It is still 
the energy that Holtwood supplies and sells at that point. 

Q. Now, will you take the deliveries to York Edison 
or Metropolitan Edison Company for the year 1944 and 
will you tell me how you determined that all of the Holt¬ 
wood energy or Penn Water energy received by those com¬ 
panies was resold? [9174] A. I don’t say that all of the 
energy is resold, because obviously in operating a system 


1316 


Stanley W. Roland, Cross 


there has got to be loss and station nse, and so on, which 
is not resold to the customer. That is a part of the opera¬ 
tions which normally takes place. You can’t avoid it. 

Q. Well, could you determine what percentage was not 
resold? A. No. Ordinarily the system losses might run 
anywhere from five to twenty per cent, but I didn’t make 
any effort to determine what the system losses were. 

• • • 

[9251] Q. Do you consider an emergency supply similar 
to that provided under Exhibit 73 which you examined, any 
different [9252] from a supply of interchange? 


[9252] The Witness: Yes. 

By 1 Mr. Myse : 

Q. What does the difference consist of in your opinion ? 
A. Well, as the name implies, emergency service is made 
under emergency conditions; under some special circum¬ 
stances on the purchasing company’s system the rates are 
usually different. The rate that the purchaser paid for 
emergency power is usually different than the one under 
an interchange arrangement, and usually there is an obli¬ 
gation on the part of the supplier for emergency service 
where there wouldn’t be under interchange service. 

Q. When you say there is an obligation on the part of 
the supplier for emergency service, would you tell me 
whether or not there is an obligation on the part of Penn 
Water or Safe Harbor to supply emergency service to Phil¬ 
adelphia Electric? A. There is such obligation by 
Hydro to supply. 

Q. What does “Hydro” mean? Will you explain that 
for the record? A. That refers to Holtwood Company 
and Safe Harbor Water Power Corporation. 

[9253] Q. And what is the obligation? A. “Hydro 
shall be obligated to supply through the Newlinville Sub¬ 
station the emergency requirements of PX,” which means 
Philadelphia Electric Company, “in addition to the elec- 
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trical requirements of the territory stated in Section 1 of 
this Article, to the extent that Hydro may judge it has gen¬ 
erating and transmission capacity available for such 
emergency supply without detriment to service to its other 
customers.’’ 

Mb. Goldbebg: You have been quoting, Mr. 

Roland? 

The Witness: I have been quoting from Section 2, 
Article II, of Exhibit 73. 

By Mb. Myse : 

Q. Now, am I to understand that the distinction you 
draw between the emergency service provided under that 
contract and interchange service is that there is an obliga¬ 
tion here to the extent you read from Section 2 of Article 
II, of Exhibit 73, and that there is no obligation to furnish 
interchange service? A. I would have to read the sec¬ 
tions also on interchange service, but ordinarily the obliga¬ 
tion is not there on interchange service. There would be on 
emergency service. 

• • • 

[9256] Q. Well, you couldn’t say that the entire payment 
for the year 1944 made by Pennsylvania Power and Light 
to Holtwood was for firm power service, could you? A. 
Not if it wasn’t for firm power service. 

Q. Well, it wasn’t. Isn’t that the fact? A. There 
were interchange sales during 1944. 

Q. Isn’t it a fact, Mr. Roland, that the entire payment 
made by Pennsylvania Power and Light Company in 1944 
to Holtwood was not a payment for firm power sales? 
A. That is right. 

Q. Or firm power energy? A. That is right. 

Q. Included in that payment there were payments for 
other types of service. Isn’t that right? 


1318 


Stanley W . Roland, Cross 


The Witness: It would include payments for inter¬ 
change power. I don’t know what else. 

• • • 

[9264] Q. Mr. Roland, have you had an opportunity to 
check the billings that we were referring to this morning? 
A. Yes. 

Q. Now, can you tell me with respect to the payments 
made by Philadelphia Electric Company to Holtwood, 
under the contract identified in this record as Exhibit 73, 
74, and 75, whether or not those payments covered payment 
only for energy and power or for other things as well? 
A. There is a special facility charge included in the pay¬ 
ment by Philadelphia Electric Company. 

[9265] Q. So the payment made covers something more 
than just power and energy? A. Yes. 

Q. Now, with respect to the billings to Pennsyl¬ 
vania Power and light under the contract identified in 
this record as Exhibit 76 and 77, what does the payment 
made by Pennsylvania Power and Light Company to Holt- 
wood cover? A. That also includes a small special facil¬ 
ity charge, in addition to charges for firm power and 
energy. 

Q. It also covers the payment for service to the Pioneer 
Electric Light Company area does it not? A. That is 
also in Lancaster County, but I mean it is handled sepa¬ 
rately, but it is included in this bill. 

Q. Now, what is the situation with respect to the pay¬ 
ments made by Edison Light and Power Company in 1944 
to Holtwood? A. That bill also includes a special facil¬ 
ity charge, a small one. 

• • • 

[9270] Q. When you made reference to the sale of electric 
energy under Exhibit 73 did you give any consideration 
to the provision of Article VII, on Page 73? A. Did I 
give any consideration to that in determining whether or 
not it was a sale that was being made? 
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Q. Sale by Holtwood, yes, under this contract. A. 
No, in the sense that I was aware of Article VII, but also 
in this contract I believe Safe Harbor in effect is written 
out, in that Holtwood is supposed to act for and on behalf 
of Safe Harbor, as a result S. H. was not even a party to 
the contract. 

Q. You say Safe Harbor is written out in effect? A. 
Well, in that Holtwood acts for Safe Harbor. It is in one 
of these contracts, I don’t know which. 

Q. Well, isn’t it Article VH of Exhibit 73 that you 
have reference to? A. Yes, that is right. 

Q. And doesn’t it there speak of Holtwood acting as 
agent for Safe Harbor? A. Well, it says that Phila¬ 
delphia Electric Company shall be entitled to deal with 
Holtwood Company in all respects as if Holtwood Com¬ 
pany were the only party contracting with it hereunder. 
To me in effect it writes Safe Harbor out of the contract. 

Q. That is what it means to you, is that right? 
[9271] A. That Holtwood acts as though it was the only 
party other than Philadelphia Electric Company. 

Q. And it also says, doesn’t it, Mr. Boland, that Safe 
Harbor authorizes and empowers Holtwood Company to 
act as its agent. It is very clear language there, isn’t 
it? A. It so states. 

• • • 

Mb. Myse : A similar provision appears in Exhibit 
76, Article X, Page 13, does it not? 

The Witness : It appears that that Article, in Exhibit 
76 is the same as the one that was in Exhibit 73, Article 

vn. 

By Mb. Myse: 

Q. And it was Exhibit 76 and 77 that you had refer¬ 
ence to when you spoke about sales to Pennsylvania Power 
and Light Company at the bottom of Page 912 and top of 
Page 913, isn’t that correct? A. Yes. 
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Q. And the same exhibit was referred to at Page 911, 
lines 3 to 7 or 8? I should say exhibits were referred to. 
The same exhibits were referred to? A. What line 
number was that? 

Q. 3 to 8. [9272] A. Yes. 

Q. And you find a very similar provision in Exhibit 71, 
Article XII, Page 15, do you not? If not similar, the same 
provision, the same words. 

• • • 

The Witness : They appear to be the same. 

• • • 

Q. • • • When you were referring to the [9273] sales 
by Holtwood of electric energy to these companies, and par¬ 
ticularly Metropolitan Edison Company at the bottom of 
Page 912 and the first nine lines of Page 913, were you 
speaking of sales in 1944 or in 1946? Or what period? 

A. My study was for energy transfers in 1944 and it 
would necessarily have to relate to the sales made in 1944. 

Q. Then I understand it your testimony at those pages 

relates to sales in 1944, isn’t that right? 

• • • 

The Witness: Well, the test period or the days that I 
selected were in 1944. 

By Mr. Myse: 

Q. Mr. Roland, you aren’t talking about any test days 
here in 912 and 913; I am asking you what you were refer¬ 
ring to at those pages. A. The statements that I made, 
that I made on those pages, was based on the studies that 
I made of the energy flows during the twenty days of 1944. 

Q. Now, then, it must have been made, as I under¬ 
stand your direct testimony, you were there referring to 
sales under the contract identified as Exhibit 71, when you 
spoke of the sales by Holtwood to Metropolitan Edison 
Company, is that right? A. Yes. 

[9274] Q. Now, actually there were no firm power sales to 
Metropolitan Edison Company under that contract, isn’t 
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that true? A. Not during that time, the firm power sales 
were to Edison Light and Power Company. 

Q. And there were no sales to Metropolitan Edison 
Company at all under that contract, isn’t that right? A. 
I am confused now as to which contract we are talking 
about. 

Q. Contract 71—Exhibit 71. A. There were no 
sales to Metropolitan Edison under that contract. 

• • • 

[9285] Q. Now, as I understand your testimony up to this 
point, at least, with respect to sales to the three Pennsyl¬ 
vania customers we have been talking about, that is Penn 
Power and Light Company, Philadelphia Electric Com¬ 
pany and Metropolitan Edison, you say they are sales by 
Holtwood because Holtwood renders service, or supplies 
energy to those or delivers energy to these three customers 
and gets paid by these three customers directly. Is that 
right? 

• • • 

The Witness : You have the word paid directly in there. 
I don’t believe I added that as a qualification. 

• • • 

[9291] Q. Mr. Roland, when you were referring to sales 
by Holtwood to the three customers we have been talking 
about, did you mean that there was a sale because there was 
a delivery of energy to each of those three customers and 
direct payment by each of these three customers to Holt¬ 
wood? A. You are excluding the railroad. Is that cor¬ 
rect? 

Q. Yes, that is right. A. I don’t know whether the 
payments were direct or not. Holtwood received payment 
therefor but whether or not they were direct, I don’t know. 

Q. Then the answer is, you don’t know, isn’t that it? 
A. Yes. 

Q. Now, before we get too far away from the Metro¬ 
politan Edison Company, under the new contract, identified 
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in this record as Exhibit 72, there are no sales made to 
Edison Light and Power Company at all, are there? A. 
That is right. 

Q. But all the firm power sales that there were under 
Exhibit 71 were made to Edison Light and Power Com¬ 
pany. Isn’t that right? [9292] A. Yes. 

Q. Now, as a matter of fact, under Exhibit 71, Metro¬ 
politan Edison Company was one of the supplying com¬ 
panies. Isn’t that right? A. Supplying companies to 
whom? 

Q. To Edison Light and Power Company? A. Yes. 

Q. And under exhibit 72, it is one of the receiving com¬ 
panies? 

• • • 

The Witness : Metropolitan Edison Company is one of 
the receiving companies. 

By Mb. Myse : 

Q. Yes, under Exhibit 72. Isn’t that right? A. That 
is right, yes. 

Q. Under Exhibit 71, Metropolitan Edison Company 
and Holtwood and Safe Harbor furnished the requirements 
of Edison Light and Power Company at York. Isn’t that 
right? 

• • • 

The Witness: The requirements supplied by Penn 
Water came from the integrated system. I don’t know 
where it all came from. 

• • • 

[9293] Q. Now, Mr. Boland, if you look at Exhibit 71, page 
5, isn’t it a fact that Section 1 thereof provides that the 
requirements shall be furnished by Metropolitan, meaning 
Metropolitan Edison Company, and Hydro, meaning Safe 
Harbor Corporation, Safe Harbor Water Power Corpora¬ 
tion, and Penn Water and Power Company? A. Well, 
the contract may so state. I thought you were asking about 
who supplied the power and energy. 
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Q. Well, isn’t that the fact? A. The contract so 
states, yes. 

Q. Who makes the sale to Potomac Electric Power 
Company via the line from Ellicott City? A. Baltimore 
Company. 

Q. Does Baltimore Company deliver the energy to 
PEPCO? A. No, Susquehanna Transmission Company 
of Maryland delivers the energy. 

Q. Does Susquehanna Transmission Company of 
Maryland receive any payment direct or indirectly for that 
energy delivery ? A. I don’t know. 

Q. Does Penn Water receive any payment direct or 
indirect for that energy delivered to PEPCO? A. Well, 
they are paid for the use of the transmission [9294] lines. 

Q. Well, are they paid for the energy that Penn Water 
delivers? A. To PEPCO? 

Q. Or Susquehanna, if you want to put it that way. 
A. Energy delivered to PEPCO? 

Q. Yes. A. Does Penn Water receive any payment 
for that energy? 

Q. Yes, directly or indirectly? A. I don’t believe so. 

• • • 

[9295] Q. Where does that energy originate? A. I 
don’t know. 

Q. You have made no study to determine where the 
energy originates that is delivered to PEPCO, then? A. 
You mean by which particular generating unit, or what 
company, or what? 

Q. Yes. A. Which? 

Q. Which generating unit? A. I don’t know. 

Mb. Goldberg: When? 

The Witness : That varies from hour to hour. I don’t 
know where it comes from. 

By Mb. Myse : 

Q. Well, does it ever come from Safe Harbor, for 
instance? A. I suspect it would. 
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Q. Does Safe Harbor receive any compensation for the 
energy which Penn Water or Susquehanna delivers to 
PEPCO? A. Safe Harbor is only compensated by Penn 
Water and Baltimore Company and therefore it couldn’t 
receive any from PEPCO. 

• • • 

[9296] Q. Yes, energy which is generated at Safe Harbor 
and delivered by Penn Water or Susquehanna or both to 
Pepco is what I have reference to. A. And is Safe Har¬ 
bor compensated by Pepco? 

Q. I didn’t say that. Is it compensated in any 
way? A. Not for any particular deliveries at any par¬ 
ticular point that I know of. Safe Harbor is compensated 
by the two companies, Holtwood and Consolidated, and that 
covers all of what it does. 

Q. Would you call that indirect compensation for the 
delivery of Safe Harbor energy to Pepco? [9297] A. 
One of the sources of the revenue to Consolidated would be 
its sales to PEPCO, and in that way, it might be consid¬ 
ered as an indirect source of the revenue paid by Consol¬ 
idated to Safe Harbor just the same as any other source 
of revenue to Consolidated would be available for payment 
to Safe Harbor. 

Q. Do I understand you to mean by that answer that 
the answer to my question is yes? 

• • • 

The Witness: Yes, all sources of revenue to Consoli¬ 
dated and to Penn Water from their very many sources 
are available to compensate Safe Harbor, and in that sense 
they are indirect payments to Safe Harbor. 

• • • 

[9309] Me. Myse: Before I start with Mr. Roland, I 

direct a question to Mr. Goldberg. At page 8774, Mr. 

Goldberg said “I think, Mr. Examiner, there are prob¬ 
ably more definite precise methods of proving that. If 
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you will give me an opportunity to check those dates 
I can go along on a stipulation of those.’’ 

The dates he referred to were the dates of the Safe 
Harbor license and the period over which it runs. I 
wonder if you had an opportunity to check those, Mr. 
Goldberg? 

[9310] Me. Goldberg: The only information I have 
looked at indicates that the date of the Safe Harbor 
license is April 22, 1930, and that the expiration date 
is April 22,1980. 

Mb. Myse: That conforms with my recollection. 
Does that mean that you agree that is correct? 

Mr. Goldberg: Yes, unless I happen to get hold 
of the vault copy which I haven’t seen yet which indi¬ 
cates otherwise. 

• • i 

By Mr. Myse : 

• • • 

[9311] Q. Do I understand then that you don’t have time 
to report or you are not ready to report on this specific 
question, and the reason I ask that is because I had planned 
to go over your homework point-by-point and then inte¬ 
grate it with whatever remaining cross examination I 
had? A. I think possibly I can answer that one. This 
is at Page 8754, is that correct? 

Q. That is where you agreed to check it, but it refers 
back to the answer on line 20, page 981. A. Well, my 
answer to your question is that at Page 981, lines 20 to 21 
I had reference to my answer at Page 980, line 17, in which 
answer I stated that Holtwood and Susquehanna each own 
and operate facilities for such sales. 

• • • 

[9317] Q. Will you refer to Page 8785 at the bottom of 
the page and the top of Page 8786? There you said you 
would have to go back and check the sources that you used 
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in connection with your statement that there was a lease 
of the Gunpowder line facilities. Have you had an oppor¬ 
tunity [9318] to check those sources? A. Yes, if you 
will refer to Exhibit 37 you will note in the description of 
the Gunpowder line shown directly above the area desig¬ 
nated 44 Baltimore’’ the words 44 One steel tower line, 110 kv, 
three-phase, 60-cycle, 9.63 miles (leased by Consolidated 
Gas Electric Light and Power Company).” 

Exhibit 37 is a photostatic copy of an exhibit submitted 
to the Federal Power Commission by the Pennsylvania 
Water and Power Company in its annual Power System 
Statement, FPC form number 12 for 1944. 

• • • 

[9331] By Mb. Myse: 

Q. The question is, do you have to determine whether 
there is a contract before you can tell whether or not Penn 
Water sold to Pepco? A. There is a contract, but Holt- 
wood was not a party to it. 

Q. Well, now, let’s see if I can understand your an¬ 
swer. 

If you determine after looking at all of Penn Water’s 
contracts that it doesn’t have a contract, it is not a party 
to any contract with respect to Pepco, you then decide that 
it is not a sale by Penn Water to Pepco. Is that cor¬ 
rect? A. Yes, if there is no contract covering such a 
sale I would on the basis of that—it would indicate there 
would be no sale. 

Q. So, in your view there must be a contract covering 
the transaction before you can call it a sale. Is that cor¬ 
rect? A. Well, I presume a sale could be made without 
there being a formal written contract, but usually there 
would be a formal contract covering any sale. 

• • • 

[9332] Tbial Examines: Answer the question. 

The Witness: I don’t believe I can answer it in any 
other way than I did. Usually there would be a formal con- 
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tract covering the sale, but I believe sales can be made with¬ 
out formal contracts. 

Trial Examiner: But as far as your testimony 
in this proceeding is concerned, you didn’t consider 
any sale that was not associated with a contract, did 
you? 

The Witness : No, I don’t believe I took into considera¬ 
tion any sale that wasn’t covered somehow by a contract. 

Trial Examiner: I mean by one of the contracts 
that is an exhibit in this proceeding. 

[9333] The Witness: I believe they are all in evidence in 
this proceeding. 

By Mr. Myse: 

Q. Well, now, just in order that I may understand this 
last answer, what contract is there covering the sale that 
you testified to at the last session, from Penn Water to 
Baltimore, for the account of Baltimore as you put it, to 
the railroad at Perryville? A. That would come under 
item H, Article II. 

Q. You mean Article Roman II, or Arabic 2? A. 
Roman IE. 

Q. And that is at page what? A. 28 and 29. 

Q. Where in that Article, Roman II, does it mention 
a sale by Penn Water to the railroad for the account of 
Baltimore at Perryville? A. Baltimore Company is en¬ 
titled to all of the energy which is available to Holtwood 
and which is not disposed of in its area in Pennsylvania. 
Now, that can include sources from the Philadelphia Elec¬ 
tric Company, through Thomdale and at Perryville. It 
can include generation at Safe Harbor and other purchases 
by Holtwood from its northern customers or its own gener¬ 
ation and to the extent it is not used in Pennsylvania for 
Holtwood’s customers, it is available to the Baltimore 
Company, and if any of that is delivered to Perryville, 
[9334] that would be sold to Baltimore Company. 
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Q. Where in Article II is there anything said about the 
Baltimore Company being entitled to receive everything 
left over after sales in Pennsylvania? A. Performance 
of its now existing contracts and its contracts are with 
those companies that are in Pennsylvania. 

Q. Doesn’t Penn Water have a contract with Pennsyl¬ 
vania Railroad Company identified as Exhibit No. 10 in 
this proceeding? A. Yes, but it makes its portion of 
the sales to the Pennsylvania Railroad in Pennsylvania. 

Q. Will you point out in Exhibit 10 where it says any¬ 
thing of that kind? A. I don’t believe it is in that ex¬ 
hibit. That is an agreement between the Baltimore Com¬ 
pany and the Holtwood Company. 

• • • 

[9336] Q. In order that we may know what you are read¬ 
ing from it is the Form 12 report to the Federal Power 
Commission from the Holtwood-Safe Harbor system for 
the year ended December 31, 1944. Is that right? A. 
Yes. 

Q. Schedule what? A. That has reference to Sched¬ 
ule 13, and there is a typewritten statement following sched¬ 
ule 13 which reads as follows: 

“The portion of the hourly load supplied to Penn¬ 
sylvania Railroad in Maryland, by the respondent for 
the account of the Consolidated Gas Electric Light and 
Power Company is not included in this item as hourly 
load allocations are not measured. The total supply 
to the Pennsylvania Railroad in both Maryland and 
Pennsylvania is included in line 23 below.” 

Q. Line 23 shows the figure of 95,000 kilowatts at the 
time of system peak, and it is in response to an item called 
Item “E”, “System peak load of the year (C minus D). 
This [9337] entry should agree with the peak load of the 
year as shown in schedules 14 and 15, using the same de¬ 
mand interval.” Is that right? A. Yes. 
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Q. Now, there is also a note to Schedule 13—line 23, 
included in the report you referred to, is there not! A. 
Yes. 

Q. Will you read that note ! A. ‘ ‘ This item includes 
the joint supply to the Pennsylvania Railroad by the re¬ 
spondent and the Consolidated Gas Electric Light and 
Power Company and also the Holtwood Safe Harbor 
System transmission losses and station uses.” 

Q. Now, is there any reference in Schedule 13 of the 
report you just referred to, or in the notes thereto to any 
contract of the kind we have been talking about? A. 
There is no reference to any contract in here. It shows the 
amount of power delivered to the Baltimore Company at 
the time of peak which is labeled power delivered to other 
systems for resale, and that appears on line 21 of Schedule 
13. The amount delivered to the Baltimore Company at the 
time of peak was 174,000 kilowatts. 

Q. Now, Mr. Roland, I don’t want to unduly burden 
you nor do I want to protract this cross examination, but 
unless you agree with me there is no such contract for the 
sale of energy from Holtwood to Baltimore at Perryville, 
I would like [9338] to have you find it for me. A. There 
is no contract as I stated before which specifically desig¬ 
nates Perryville as a delivery point. The sale however in 
my opinion is made under Article II of Item H. 

Q. And that is the only contractual provision that you 
know of which you say covers the sale by Penn Water to 
Baltimore that we have been speaking about at Perryville? 
A. That is the only contractual provision that I know of, 
yes. 

Q. Did you consider those provisions in Article II in 
arriving at your opinion in your direct testimony with 
respect to sales? A. Yes. 

Me. Goldbebg: Are you referring, Mr. Myse, to 
any particular portion of the direct testimony? 

Me. Myse: No, we have been talking generally 
about the Perryville sales. 
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The Witness: I didn’t have the Article number in 
mind at that time, but I was sufficiently familiar with the 
contract to know that was what was taking place, that the 
Baltimore Company was to receive all that was left over 
from Holtwood, and some of that was delivered to Perry- 
ville. 

By Mr. Myse : 

Q. At page 8867 you agreed to report on peak transfer 
[9339] energy, did you not? A. Yes. I have had a little 
bit of time to go into that. That is a very complicated 
arrangement between the Philadelphia Electric Company 
and the railroad. 

Q. Are you ready to report on it? A. Well, I can 
give you an idea, I believe, as to what is involved. I cer¬ 
tainly can’t explain all the details of the arrangement. 

Q. Well, let’s hear what you think is involved, then. 

Trial Examiner : Where is this—8867 ? 

Mr. Myse: Yes. 

Mr. Goldberg: It begins at 8865, doesn’t it? 

• • • 

[9346] Q. Did you consider Article X of Exhibit 10, page 
32, in connection with your description of peak transfer 
energy? A. That Article has to be taken into considera¬ 
tion in connection with the determination of peak transfer. 

Q. Well, is the effect of that Article to impose a limi¬ 
tation on the contractual supply by “Electric Companies,” 
which are Safe Harbor, Baltimore and Holtwood, during 
the hours of peak load on the railroad in relation to the 
flows of the Susquehanna River? A. Yes. 

Q. Wouldn’t you also have to consider comparable sec¬ 
tions of the contract between Philadelphia Electric Com¬ 
pany and the railroad? A. The interchange agreement 
is involved in this. 

Q. No, I mean the contract between Philadelphia Elec¬ 
tric Company and Pennsylvania Railroad, which is not in 
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this record, for service to the railroad roughly east of 
Thomdale and north of Perryville. A. I don’t know. I 
haven’t examined that contract, but I presume that to get 
a comprehensive understanding of peak transfer that 
should be taken into consideration. 

Q. Well, did any of the persons under your direction 
examine that contract between Philadelphia Electric Com¬ 
pany and [9347] the railroad? A. Not to my knowledge. 

Q. Getting back to page 8867 again, will you take a 
look at that. You there said in referring to this peak trans¬ 
fer arrangement, that it was the number of kilowatt hours 
that were delivered and sold at that point, and by ‘ * at that 
point” I take it you meant Perryville. Is that right? That 
is at lines 3 and 4. A. I think that I had in mind there 
both Perryville and Thorndale. 

Q. All right. Now, was everything that was delivered 
and sold at those points, or at Perryville, sold on a gross 
meter reading basis? A. Sold to whom? 

Q. Well, to whomever you meant at that point on page 
8867, line 4 of the transcript. A. I had reference to sales 
by Holtwood to Philadelphia Electric Company at Thorn- 
dale and at Perryville. 

Q. Anyone else? Any other sales? A. Well, in¬ 
cluded in those sales would be or might be some of the 
energy which is sold to the railroad company under the 
peak transfer agreement arrangement. 

Q. Sold to the railroad by whom in the case of peak 
transfer? A. Holtwood. 

[9348] Q. Isn’t it Holtwood, Safe Harbor and Balti¬ 
more? A. Well, I usually refer to the three of them in 
this connection as Holtwood. 

Q. I think it is important, and don’t you, Mr. Roland, 
in view of the confusion which may arise, to specify whether 
you mean Holtwood alone or Holtwood, Safe Harbor and 
Baltimore? In this case I take it you mean Holtwood, Safe 
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Harbor and Baltimore. • • • 

[9349] A. The sales I had reference to were under the in¬ 
terchange arrangement between Holtwood and Philadelphia 
Electric Company through the facilities of the railroad. 

Q. Are you referring to Exhibit 134 in that connec¬ 
tion? A. Yes. 

Q. That doesn’t cover peak transfer energy? A. 
That doesn’t cover peak transfer energy. 

Q. Peak transfer energy is something that involves 
more than just Holtwood, isn’t it? A. Peak transfer 
energy involves the Baltimore Company and Holtwood 
Company and Safe Harbor Company as well as Philadel¬ 
phia Electric Company and the railroad. 

• • • 

[9383] Q. Actually I think you agreed with me in the testi¬ 
mony at one place that there are different rates for the 
kinds of energy you were talking about, interchange or 
firm power delivery. A. That is right. 

Q. And there also might be different costs involved 
in generating and furnishing that energy. Isn’t that right, 
as between interchange and firm power? [9384] A. The 
differences in costs are certainly taken into consideration 
in determining what the rate shall be for different types 
of service, whether it is firm service or interchange. 

Q. I haven’t asked you whether it be taken into 
consideration. The question is: Are there differences in 
costs? A. Yes, there will be differences in costs. 

• • • 

[9404] Q. Now, in addition to all of the services we have 
been talking about with respect to service by Penn Water 
to Baltimore, they render capacity service to Baltimore, do 
they not? A. By “capacity service”, I presume you 
mean generating capacity is on the line spinning available 
for use to the Baltimore Company when they need it? 
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Q. That is right. What is the answer to my question 
with that understanding? A. I don’t know the details 
of the method of operation, but I would certainly suspect 
that there was always more capacity on the line than was 
actually being used to generate power which would be avail¬ 
able to Baltimore or anyone else if the demand should arise 
for it. 

Q. That is a service rendered to Baltimore, isn’t 
it? A. Yes, I think that is a service to Baltimore. 

Q. How does Holtwood get paid for that serv¬ 
ice? A. They get paid for all of this under items H 
and I. 

Q. For all the services we have been talking about? 

A. Yes. 

Q. However, there is nothing in H and I which speci¬ 
fies which part of the revenues received are for each par¬ 
ticular [9405] service, is there? A. No. 

Q. Was there such specification prior to the amend¬ 
ment in 1931? A. You mean a sub-division? 

Q. A sub-division of the total payments made as be¬ 
tween charges for specific services. A. There were de¬ 
mand charges and energy charges prior to the 1931 con¬ 
tract. 

Q. Were there other specific charges? A. Then 
there were charges for transmission lines. 

Q. Spinning reserve? A. I believe so, but I don’t 
recall at the moment. I believe there was. 

• • • 

[9439] Q. Will you refer to Page 9254, please, lines 8 to 
11, inclusive? You there stated that by examining the bill¬ 
ings you were able to determine that certain deliveries to 
Pennsylvania Power and Light Company are firm require¬ 
ments “because they are obligated to supply the Lancaster 
requirements.” Is that right? A. Yes. 

Q. Wliom were you referring to when you say “they” 
in that quoted phrase? [9440] A. The Holtwood Com¬ 
pany. 
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Q. Does that mean then yon say Holtwood is obligated 
to supply the Lancaster requirements? A. Well, there 
are certain qualifications to that. 

Q. What qualifications do you have in mind? A. 
There again I would have to go back and refer to the con¬ 
tract. 

Q. Will you do so, please? 

• • • 

A. In Exhibit 76, Article IV, Page 5, Section 1, ‘ 1 Until 
Receiving Company—” which is in this case the Pennsyl¬ 
vania Power and Light Company “—shall connect its elec¬ 
tric system in Lancaster County, Pennsylvania, with its 
main system, or with those of other utilities, Generating 
Companies shall be obligated to supply and Receiving Com¬ 
pany shall be obligated to receive and pay for Receiving 
Company’s Lancaster Load Requirements.” And then it 
goes on to define what the “Lancaster Load Requirements” 
are. 

• • • 

[9441] Q. Well, do you know whether receiving company 
as referred to in Article IV has connected its electric 
system in Lancaster County since that was written? A. 
It has. 

Q. Is that the provision you had reference to when 
you talked about the obligation of Holtwood at Page 9254? 
A. Not entirely. I stated that there were certain qualifica¬ 
tions to that which appear later on in other agreements 
which followed this one here shown in Exhibit 76. 

Q. Now, before we get to the qualifications, however, 
I think you described who the receiving company was in 
that quotation but I don’t think you mentioned who the 
generating companies were. A. Generating companies, 
Pennsylvania Water and Power Company and Safe Harbor 
Water Power Corporation are referred to as the generating 
companies in this contract. 

Q. Is there any distinction drawn between the two in 
the contract as generating companies? 
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Trial Examiner: Any distinction for what pur¬ 
pose? 

Mr. Myse : For purposes of the obligations he has 
been referring to. 

• • • 

[9442] Trial Examiner: I am not going to permit the 
witness to take time to go through that document for 
the purpose of answering a statement that can be 
made from the exhibit. 

The Witness: There is one statement I would like to 
make. 

Trial Examiner: In response to this question? 

The Witness: Yes. In Article 5 there is a distinction 
in that the Holtwood Company acts as though it were the 
only party to the contract which is a very big distinction. 

By Mr. Myse : 

Q. Is that the only distinction you can find? A. 
That is the only one I have in mind which shows that Safe 
Harbor’s part is a very nominal one. 

Q. Well, now, the testimony you gave isn’t in the con¬ 
tract in that form, is it? It doesn’t say that, does it? 

Trial Examiner : I am not going into a discussion 
of what is in the contract. I am going to strike that 
statement. The contract will have to speak for itself. 
The witness’ statement is stricken. 


[9452] Q. In your studies of flow in Exhibits 42, 40 and 
38, I believe, did you ever make any distinction between 
flow of energy for interchange purposes and flow of energy 
for firm power services? 

Mr. Goldberg: I object on the grounds it is repe¬ 
titious. The record already shows a discussion of this 
subject. 

Trial Examiner: Overruled. 
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The Witness : Exhibit 42 makes no distinction between 
whether the energy delivered at certain points was inter¬ 
change, whether it was emergency or whether it was firm. 

I have indicated under what particular contracts the energy 
was delivered at those points. At Coatesville it would be 
primarily all firm power, for example. At Lancaster it 
would be mostly firm power, that is in the Lancaster area, 
not necessarily up at Harrisburg—that would be inter¬ 
change. 

By Mr. Myse: 

Q. You limited your answer just now to Exhibit 42. 
Does the same answer apply to the other exhibits you in¬ 
troduced in the record or testified to on direct relating to 
power flow? A. Which exhibit do you have in mind? 

Q. Well, 38, for example, I believe is one of them. 
A. 38 merely shows the total electric energy transferred. 
[9453] Q. Does your answer -with respect to the distinc¬ 
tion between interchange flow and firm power flow apply to 
Exhibit 38? A. Exhibit 38 doesn’t indicate what char¬ 
acter it is, whether it is interchange or firm or emergency 
or backfeed or whatever other label you want to put on it. 

Q. And the same is true of Exhibit 40. Is that right? 
A. Yes. 

Q. And as a matter of fact, neither of those exhibits 
drew any distinction between circulating energy as distinct 
from the flow or firm power or interchange energy. Is 
that right? A. Circulating energy between what points 
are you referring to now ? 

Q. Circulating energy between the York area and the 
Pennsylvania Power and Light area. A. Exhibit 40 has 
nothing to do with the York area. This has transfers 
across the Maryland-Pennsylvania State line. 

Trial Examiner: In your exhibits you just total 
all your energy and if there is such a thing as cir¬ 
culating energy on the system, it would affect the meter 
reading and would be reflected in your figures. Is that 
true? 
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The Witness : I took meter readings, gross meter read¬ 
ings, which include the total amount of energy measured 
at that point. [9454] Now, if it included some circulating 
energy, it would be included in that meter reading. 

Trial Examiner: And that is true of all your ex¬ 
hibits where you have used meter readings? 

The Witness: That is right. 

By Mr. Myse: 

Q. That would also be true of Exhibit 44 and 45 to 
the extent that they show energy flows thereon. Is that 
right? A. The energy flows show*n thereon are gross 
meter readings in those circuits. 

• • • 

[9463] Q. Well, is all of the energy delivered at Violet 
Hill substation sold to Metropolitan Edison Company? 
A. Not if some of it is transmitted through the distribution 
network up to Pennsylvania Power and Light Company. 
Then it would be sold to Pennsylvania Power and Light 
Company, and not Metropolitan Edison Company. 

Q. So under those circumstances, the delivery at Violet 
Hill substation means that some energy is sold not only 
to Pennsylvania Power and Light Company, but to Metro¬ 
politan Edison Company as well. Is that right? 

• • « 

The Witness: Some energy—now, what do you mean 
by that? Some of the energy delivered to Metropolitan 
Edison [9464] Company’s facilities at Violet Hill may not 
entirely be sold to Metropolitan Edison Company? 

By Mr. Myse: 

Q. That is right. Isn’t that correct? A. That is my 
understanding of it, yes. 

Q. And likewise, some of the energy delivered at the 
various metering points up in the Pennsylvania Power and 
Light area may actually be sold to Metropolitan Edison 
Company. Isn’t that right ? A. There is that possibility. 
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I don’t know how much or if such a sale is made, but there 
is that possibility, yes. 

Mr. Goldberg : Are we talking on an annual basis 

in all these questions? 

Mr. Myse : No; over any period. 

By Mr. Myse: 

Q. Isn’t it a fact there is circulating energy between 
the facilities at Violet Hill and Harrisburg? A. It seems 
to me I have stated two or three times that that is my 
understanding, that there is such circulating energy. 

Q. And if there is such circulating energy then some 
of the energy delivered at Harrisburg is actually sold to 
Metropolitan Edison Company. Is that right? A. It 
actually may be delivered to Metropolitan Edison Com¬ 
pany. As to how they handle it as far as billing, I don’t 
know. 

[9465] Q. I am talking about energy delivered at Harris¬ 
burg to the facility of Pennsylvania Power and Light Com¬ 
pany may be energy that is actually sold to Metropolitan 
Edison Company. Isn’t that right? A. I am saying 
that energy may be delivered to Metropolitan Edison Com¬ 
pany. As to how it is handled, beyond that I don’t know. 

Q. Do you call energy delivered to Harrisburg on the 
facilities of Pennsylvania Power and Light Company a de¬ 
livery to Metropolitan Edison Company? A. No. 

Q. Well, when there is such a delivery and there is 
circulating energy, some of that energy is sold to Metro¬ 
politan Edison Company. Is it not? A. I don’t know. 

Q. You don’t know? A. I don’t know. 

Q. You didn’t give any consideration to that factor in 
your determination of power flow. Is that right? A. I 
didn’t give consideration to that circulating energy, no. 

• • • 

[9468] Q. Now will you refer to page 9089 of the tran¬ 
script? There we were referring, if you recall, to the dif¬ 
ferent times when the peaks occur on various systems. 
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My question to you today is, isn’t it true that the 
maximum demands on the Penn Water-Safe Harbor system 
by the various companies who make demands on that sys¬ 
tem come at different times and in different quantities dur¬ 
ing the Penn Water-Safe Harbor system peak than during 
Area 6 system peak? Isn’t that right? A. I will have 
to have that one read. 

(Question read.) 

The Witness: I don’t understand that. 

By Mr. Myse: 

Q. What is it about it that you don’t understand? 
A. I don’t understand any of it. 

Q. Do you understand what Area 6 system peak is? 
A. At the moment I don’t remember whether Area 6 sys¬ 
tem peak includes the deliveries by Holtwood to its Penn¬ 
sylvania customers or not. I know what companies are 
included in Area 6, but whether or not it includes firm 
deliveries by Holtwood to its Pennsylvania customers, I 
don’t recall. Its Pennsylvania customers are not in Area 
6, they are in Area 5. 

Q. Well, you can determine it very readily by looking 
at FPC Form 12, can you not? I hand you a photostat of 
FPC [9469] Form 12 for 1944, filed by Pennsylvania Water 
and Power Company. A. That wouldn’t be for Area 6. 

Q. Well, does the Form 12 that I handed you show the 
demand on the Penn Water-Safe Harbor system? A. 
Yes. 

Q. But you would have to look at something else for 
the Area 6 system. Is that right? A. That is right. 

Q. And that something else is FPC Form 12 for 1944 
filed by Consolidated Gas Electric Light and Power Com¬ 
pany of Baltimore? A. Yes, covering Holtwood, Safe 
Harbor, Baltimore, Bethlehem Steel and Washington sys¬ 
tems. 

Q. Now, will you tell me by reference to either one or 
both of these documents that I referred to what Area 6 
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system peak means? A. The system peak as reported 
here excludes Holtwood deliveries to the Pennsylvania cus¬ 
tomers. 

Mb. Myse: May I have that answer? 

(Answer read.) 

By Mr. Myse: 

Q. Well, will you tell me what Area 6 system peak is? 
A. It includes the combined peaks of the Washington sys¬ 
tem, Bethlehem Steel Company, the Baltimore Company, 
the Safe Harbor and Holtwood companies, exclusive of its 
deliveries [9470] to its northern customers. 

Q. In other vrords, the amount of kilowatts shown as 
Area 6 system peak would be the demands on all of the 
systems that you named, exclusive of the demands up to 
Pennsylvania. Is that right? A. Of the demands in 
Pennsylvania as supplied by Holtwood, yes. 

Q. Now, where in Form 12 does it so define Area 6 
system peak? A. It doesn’t define it that way. I am 
interpreting it from the figures reported here. On schedule 
13 in which the 108,000 kilowatts representing the power 
delivered to the systems in Pennsylvania are deducted from 
the total demand on the system generating plants of those 
companies that I named. 

Q. Now% that report you are referring to was filed by 
Consolidated Gas and Electric Company. Is that right? 
A. They prepared the report, I believe, yes. 

Q. Does the data in that report conform to your idea 
of the data that should be reported in determining what 
the Area 6 system peak is? A. It corresponds to the 
definition as to how these figures are to be reported in the 
sales to other utilities who have their own generating facili¬ 
ties or buy power from others to be excluded from this 
system peak, and of course they are in a different area. 
The northern customers are in Area 5. 

[9471] Q. Now, who determined what these areas are? 
A. The Commission. 
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Q. So that the Area 6 is determined by definition of 
the Commission. Is that right? A. Yes. 

Q. Now, will you look at the verification in the form 
12 filed by Consolidated for the year 1944 and tell me if 
there was any qualification on any of the figures contained 
in that report? A. I am sorry, but I don’t believe I un¬ 
derstand what you mean by that, “any qualification.” 

Q. Don’t you know what a qualification is? A. Yes, 
but I am sorry, I don’t understand what it is you want me 
to do. 

Trial Examiner: Just a minute. Now, can you 
stand somewhere other than right at the corner of the 
bench looking over the witness’ shoulder? 

Mr. Myse : I will get another copy. 

By Mr. Myse: 

Q. Now, may I have an answer to the question? A. 
Are you referring to the attest on page 36? 

Q. That is right. A. There is a footnote there to a 
statement. 

Q. Well, it is short. Why don’t you read the attest 
and the footnote? [9472] A. The attest is as follows: 
‘ ‘ I have examined the foregoing statement and certify that 
the answers to the inquiries therein are as full and com¬ 
plete as can be supplied from the records of Consolidated 
Gas Electric Light and Power Company of Baltimore,” 
which is footnoted “And from data supplied from Pennsyl¬ 
vania Water & Power Company, Safe Harbor Water Power 
Corporation, Bethlehem Steel Company and Potomac Elec¬ 
tric Power Company, and accepted without verification,” 
and then continuing, “and that they are true and accurate, 
to the best of my knowledge and belief,” signed by F. E. 
Bicketts, Vice President of Consolidated Company. 

Mr. Goldberg: How about the other attest? Don’t 
you think we ought to have that in? 

Mr. Myse: All right. 
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The Witness: There is an attest which precedes the 
one I just read, which reads as follows: 

“I have supervised the preparation of the fore¬ 
going statement and certify that it is based upon the 
records of the company, and is correct to the best of 
my knowledge and belief.” Signed E. J. Knight. 

By Mr. Myse: 

Q. And there is an asterisk after the word ‘ 6 Com¬ 
pany,” which refers to the same footnote that you read. 
Is that correct? A. There is a little blotch over there 
underneath [9473] the word “preparation,” yes, on that 
copy (indicating) it appears more distinctly and it is after 
the word “company.” 

Q. And the copy I just showed you was the original 
filed with the Federal Power Commission. Is that correct? 
A. Yes. 

• • • 


Q. Well, Mr. Roland, regardless of whether or not the 
demands of the Pennsylvania customers in Pennsylvania 
are included in the maximum demand at the time of Area 6 
system peak, as shown by the Form 12 filed with the Fed¬ 
eral Power Commission by Consolidated Company, there 
are demands at the time of that system peak, are there not, 
by those customers? A. Yes. 

Q. Now, the time of the maximum demands by each of 
those customers on the Penn Water-Safe Harbor system 
comes at a different time than the demands by those same 
customers at the time of Area 6 system peak. Isn’t that 
correct? A. You mean, for example, that the maximum 
demand say of Holt wood’s delivery to Coatesville during 
the year may not occur at the same hour as the maximum 
demand on Area 6 peak? 

Q. That is right. [9474] A. I don’t know, but it is 
quite likely that it would be at a different hour. I don’t 
know. 
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Q. And likewise the maximum demands of the other 
Pennsylvania customers would not occur at the time of the 
maximum demand on Area 6 system peak? A. I don’t 
know whether they actually did, but it certainly wouldn’t 
necessarily follow that they would occur at that same hour. 

Q. Or would the maximum demand on the Baltimore- 
Safe Harbor system be at the same time as the maximum 
demand on Area 6 system? A. Not necessarily, no. 

Q. The fact is it does not. Is that right? A. I pre¬ 
sume the maximum demand by Baltimore would occur at 
time of high flow, which would not correspond with the 
Area 6 system peak. 

Q. And that time of high flow is usually in the spring? 
A. Yes. 

Q. And the Area 6 peak usually occurs in the fall or 
winter. Isn’t that correct? A. I think it usually occurs 
some time in December. 

Q. Now, the time of the maximum demands by the 
Pennsylvania customers on the Penn Water system alone 
might or might not be different than the time of such maxi¬ 
mum demands at the time of the Penn Water-Safe Harbor 
system peak. [9475] Isn’t that correct? A. I believe 
that would be correct, because the Penn Water-Safe Harbor 
system peak probably would occur also during periods of 
high flow, which would not correspond with the maximum 
demands of the northern customers. 

Q. And it is also true, is it not, that the maximum 
demand by Pennsylvania Power and Light Company on 
the 25-cycle system of Holtwood would occur at a different 
time than either the maximum demand period on the Penn 
Water-Safe Harbor system, the Penn Water system alone, 
or the Area 6 system ? A. I don’t know when it occurred, 
but it is quite likely it did not occur at the same hours you 
mentioned. 

Q. Would the maximum demand by Baltimore on the 
25-cycle system of Penn Water occur at a different time 
than the period of maximum demand on the Area 6 system? 
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A. The maximum demand by Baltimore on the 25-cycle 
system of Holtwood would again be governed by river flow, 
which would not necessarily correspond to the maximum 
demand on the system which you named. 

Q. And that maximum 25-cycle demand by Baltimore 
would very likely occur in the spring. Is that right ? A. 
Yes. 

Q. What do you understand the Penn Water-Safe Har¬ 
bor system to be! [9476] A. As they report in the Form 
12, it includes the Holtwood Company and the Safe Har¬ 
bor Company. 

Q. And all of the demands on that system are the de¬ 
mands of all their customers. Is that right! 

The Witness: Let me have that question again, please. 

(Question read.) 

The Witness: That isn’t the way it is reported in 
Form 12 report, Mr. Myse. 

By Mr. Myse: 

Q. Well, what customers are excluded! A. Phila¬ 
delphia Electric Company, Edison Light and Power—I am 
reading now from the 1944 report—Pennsylvania Power 
and Light Company, Metropolitan Edison Company, Con¬ 
solidated Gas Electric Light and Power Company. 

Q. WTiat schedule are you looking at now? A. 
Schedule 13. 

Trial Examiner : Did you say those were included 

or excluded? 

The Witness: Those were excluded from the system 
peak. 

By Mr. Myse: 

Q. The demand on the system generating plants 
doesn’t exclude any of the demands of the Pennsylvania 
customers, does it? A. Well, it couldn’t. The demand 
on its system generating plants is the demand on the sys¬ 
tem generating plants [9477] regardless of any other de¬ 
liveries to anyone else. 
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Q. What was that maximum demand in 1944! A. 
369,000 kilowatts. 

Q. And that was on a sixty-minute basis? A. Yes. 
Q. And that was April 19, 1944, 8:00 A. M. Is that 
right? A. Yes. 

Q. Now, the exclusions that you referred to are the de¬ 
mands of various Pennsylvania customers which under 
Item D of Schedule 13 of the Form 12 report for 1944, are 
characterized as power delivered to other systems for re¬ 
sale. Is that right? 

Mr. Goldberg: Now, just a minute. That is not 
complete. 

Mr. Myse: Well, let’s have the witness’ answer. 

Mr. Goldberg: I mean your question wasn’t com¬ 
plete. I move to strike the answer, Mr. Examiner, 
and I object to the question as an incomplete question. 

Trial Examiner: Do you have the report before 
you? 

The Witness: Yes, Mr. Myse read part of the state¬ 
ment for Item D. 

Trial Examiner: Do you agree with what he read? 

The Witness: Well, he read it correctly as far as he 
read, yes. 

Trial Examiner: Do you have anything to add 
to it? 

[9478] The Witness: If I want to complete the statement 
that is shown in Item D, it should include “Except those 
listed in Schedule 8, Part A.” 

By Mr. Myse : 

Q. Well, what are included in Schedule 8, Part A? 
A. None. 

Q. So theu my statement was correct, wasn’t it? A. 
May we start all over again and get it straight now? 
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Q. There was no exception, so there was no need to re¬ 
fer to the exception. Isn’t that right! A. Well, after 
looking back at Schedule 8, I find there are no exceptions, 
so that would have no bearing on what is shown in Item D. 

Q. While we are back on Schedule 13, Mr. Roland, at 
page 9337 of the transcript yesterday you quoted from one 
of the notes to that schedule starting at line 9 and the record 
reads, “This item includes the joint entry to the Pennsyl¬ 
vania Railroad”, and actually the note reads “This item 
includes the joint supply to the Pennsylvania Railroad”. 
Isn’t that correct? A. That is correct. 

Q. I believe you agreed with me, Mr. Roland, and if 
not you may correct me, that there is a difference between 
demands measured on a 60-minute or one-hour basis and 
demands measured [9479] on a 15-minute integrated basis. 
A. There can be a difference, yes. 

Q. And there very probably is, if there are any swings ? 
A. If there are swings there would be a difference, yes. 

Q. And likewise there would be a difference between 
demands measured on a 30-minute basis and demands meas¬ 
ured on a one-hour basis. Isn’t that right? A. The 
shorter the demand interval, the greater the difference 
might be if there are swings. 

Q. And the indicated demands on a 30-minute basis, if 
there are swings, would be higher than the indicated de¬ 
mands on a one-hour integrated basis. Isn’t that right? 
A. That is correct. But I believe you should use the word 
integrated instead of indicated. 

Q. With that amendment, my statement is correct? 
A. Yes. 

Q. And likewise if you had a meter registering instan¬ 
taneous demands, they would be very much higher relatively 
speaking than the same demands measured over an hour- 
integrated period? A. They could be if there are load 
swings. 

Q. And there are usually load swings on most of these 
customers served by the Safe Harbor-Penn Water system, 
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are there not? A. I don’t know, Mr. Myse. I haven’t 
examined any [9480] information that would indicate to me 
what the magnitude of load swings would be. I presume 
there are some. There would be in systems of this kind. 

Q. From your knowledge of the flow of power to the 
Pennsylvania Railroad, isn’t it true there are considerable 
swings on the energy supplied to the Pennsylvania Rail¬ 
road system? A. Well, without even having looked at 
any of that data, I would certainly expect there would be 
load swings on the railroad. 

Q. Do you know anything about the steel plant opera¬ 
tions in Baltimore? A. No, but usually you get swings 
on a steel plant. 

Q* And to the extent that those steel plants are con¬ 
nected to the Baltimore system, they would create swings 
on the energy supplied to Baltimore. Is that right? A. 
Supplied to Baltimore from what? Its own generating 
sources? 

Q. From the system of Penn Water and Safe Harbor. 
A. It would create a swing on the interconnected system 
which would include generating facilities of the Washing¬ 
ton Company, Safe Harbor in its own plant, Bethlehem 
Steel and all the plants connected to the system. 

[9481] Q. Well, under the method of operation of this in¬ 
terconnected system, who absorbs the swings? A. Well, 
usually where you have a big hydro system or hydro plant 
in the interconnected system you let the hydro units take 
swings. 

Q. Well, if the hydro plant doesn’t take or absorb the 
swings, who does? A. I don’t know. 

Q. And since Safe Harbor and Holtwood are hydro 
plants connected to the Baltimore system through the 220 
lines at least, they take care of the swings as I understand 
your testimony. Is that right? A. Well, that would be 
my opinion that a good part of the swing at least would 
be handled by the hydro units at Safe Harbor and Holt- 
wood. 
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Q. Well, did yon in your study for the purposes of 
direct testimony study the nature of the flow of energy in 
connection with the swings we have been referring to? 
A. No, that was not at all essential to my study. 

• • • 

[9489] Q. You there were describing Holtwood and Safe 
Harbor as run of river plants. Is that right? A. Yes. 

Q. Now, actually you can regulate the operation of 
those plants over a period of more than a few hours, can’t 
you? A. Yes. 

Q. And that regulation is from storage at the site or 
above, isn’t it? A. Storage in the Holtwood pond and 
the Safe Harbor pond. 

Q. Is it at the site or above? A. It is at the site at 
Safe Harbor and above the site at Holtwood, I presume. 
[9490] Q. Now, do you know what the definition of a run 
of river plant is in the Form 12 report prescribed by the 
Federal Power Commission? A. No, but I can look it up 
if it is in there. 

Q. If you have it there you might look at Schedule 2, 
Paragraph 4, and tell me how the Federal Power Commis¬ 
sion describes a run of river plant. A. “ ‘Run of river’ 
refers to those plants whose operation cannot be regulated 
over a period of more than a few hours, either from storage 
at site or above, but whose operation is, in general, con¬ 
trolled by the volume of flow which must be utilized as it 
occurs or be wasted.” 

Q. I believe in your qualifications you said you had 
something to do with making up this report. Isn’t that 
right? A. Yes, but I didn’t make up the definitions 
which appear in this schedule that you referred to. They 
were made up at some time after I had ceased working on 
this form. 

Q. Now, since you agree that the operations of both the 
Safe Harbor and Penn Water hydro plants can be regulated 
over a period of more than a few hours either from storage 
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at site or above, you can’t say that these plants are run of 
river plants within the definition of the Federal Power Com¬ 
mission, can you? 

• • • 

[9491] The Witness: It is true it would not be a run of 
river plant as defined in that schedule of Form 12. 

By Me. Myse : 

Q. So when you described those plants as run of river 
plants, you used a definition different from that used by the 
Federal Power Commission? A. Yes. It is a relative 
term. You describe plants as storage plants or run of 
river plants. It isn’t a storage plant and it isn’t strictly a 
run of river plant according to that definition there, but it 
is a relative term and in a good deal of literature prepared 
by the company they describe it as essentially a run of river 
plant. 

Q. Over what period of time would you require storage 
operation to be conducted before you would cease to call a 
plant a run of river plant? A. I haven’t any particular 
limitation in mind. 

[9492] Q. One week? A. No. I think that a storage 
plant would be on a monthly or seasonal basis. It is a 
purely relative term. I don’t believe there is any real limit 
set up as to when a plant is a run of river or when it is a 
storage plant. The term is used very loosely. 

Q. Are you sufficiently familiar with the operations of 
these plants to determine whether or not they are ever op¬ 
erated on a seasonal or monthly basis? A. Well, the 
storage isn’t available for a seasonal basis of operation, no. 
[9493] Q. What do you mean by seasonal? A. Where 
you can store enough water in a reservoir to carry out your 
operations without any further inflow for a substantially 
long period of time. 

Q. What do you mean by a substantially long period? 
A. Well, there are plants that store up for a period of six 
months to carry them over for a dry period of several 
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months in which there is very little inflow during that dry 
spell. Well, I would call that a storage plant. Certainly 
the Boulder project would be a storage plant. 

Q. Now, actually the Federal Power Commission has a 
definition of storage plants, too, doesn’t it? A. I believe 
there is one in there. 

Q. Well, it is very short, one sentence. Will you read 
that in Paragraph 4 of Schedule 2 of FPC Form 12? 

• • • 

[9495] The Witness: The instruction page of Schedule 2 
of this Form 12 report defines storage as follows: 

1 i ‘ Storage’ refers to those plants whose operations 
can be varied as desired because of storage at site or 
above. This regulation may be weekly, monthly or sea¬ 
sonal.” 

By Mr. Mysb : 

Q. Now, it is a fact that both the Safe Harbor and Penn 
Water plants can be regulated on a weekly basis, at least, 
because of the storage at the site or above? A. Yes, but 
there you can see how loosely the term is used. Storage can 
be weekly, monthly or seasonal. It covers the entire range 
practically from a week up to a year or two years. It is a 
very broad term. 

• • • 

[9502] Q. In your view, does Baltimore have an obligation 
for the supply to the railroad in Pennsylvania? A. Well, 
the obligation is one which all three companies—I mean— 
take on as a whole. 

Q. Is it Baltimore’s obligation? A. There is no di¬ 
vision in the obligation as between Baltimore and Holtwood 
as far as any part of the railroad load is concerned. 

• • • 

Q. Now, in your Exhibit 42, you took 20 days and 
showed the hourly data for those days. My question is, are 
those [9503] 20 days helpful in determining the average 
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amount of net backfeed over the year 1944 f A. You say, 
would it be helpful? 

Q. Yes. A. Sure, any information you had would 
be helpfuL 

Q. Would it give you any indication as to the relative 
amount of backfeed for the year 1944 if you just looked at 
those 20 days? A. Not if you just looked at that alone. 

Q. What else would you have to look at? A. Well, 
if you want the real answer, you would have to look at all 
the days of the year, the hourly readings for all of the year. 

Q. As a practical matter, the twenty days you took 
were largely days of low flow. Is that right? A. I be¬ 
lieve most of them were for low flow. 

Q. And when I say “low flow” I mean low river flow 
and that is what you understood, isn’t it? A. Yes. 

Q. And it is during the days of low river flow that you 
would expect to find greater amounts of backfeed from Bal¬ 
timore. Isn’t that right? A. Ordinarily that would be 
true, yes. 

• • • 

[9506] Q. Do you consider 1944 abnormal from the stand¬ 
point of energy flows on the system of the Penn Water-Safe 
Harbor system? 

i i • 

The Witness : 1944 was a war year. 

• • • 

Q. As I understand, that means that whatever abnor¬ 
mality there was arose out of war conditions. Is that right? 
A. There were some conditions that Mr. Von Eiff explained 
to me that I believe occurred during some weeks in 1944 
that due to war conditions there was a shortage of oil for 
generation in Pennsylvania, and on occasions more energy 
was sent up to replace the oil generated energy in Penn¬ 
sylvania and would not have taken place had it not been 
[9507] for the shortage of oiL 

Q. When you say energy was sent up, you mean there 
was more backfeed than would have taken place if there had 
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been no shortage of oil during the war period? A. I 
don’t know whether it would have meant more backfeed or 
less delivery to Baltimore. 

• • • 

[9510] Q. Now, Mr. Roland, in addition to this oil shortage 
situation during the year 1944, it is a fact, is it not, that the 
war loads were what might be called loads with a flattened 
load shape because of overtime in industrial plants. Isn’t 
that right? A. Where? 

Q. All over the eastern sea coast. A. I don’t know 
what happened all over the eastern sea coast. 

Q. Well, how about the industrial plants connected to 
the systems of the customers of Penn Water and Safe Har¬ 
bor? A. The load shape for the interconnected system 
was flatter during the war period than it was prior to the 
war. 

Q. And that was the result of overtime in industrial 
[9511] plants, wasn’t it, generally speaking? A. Yes, it 
would be the result of operating the manufacturing plants 
on a 24-hour or 18-hour basis. 

Q. And those were all wartime conditions which you 
wouldn’t expect now in peacetime. Isn’t that correct A. 
Well, there would be more of it during the war period. 

Q. And that would be an abnormality during the year 
1944 as a result of the war, wouldn’t it? A. No, I 
wouldn’t say it is an abnormality. As I understand for 
1946 the load shape is not so far different from what it was 
then and we are not in a period of a war now. 

Q. Did you have any data for the year 1946 when you 
prepared your direct testimony? A. I did not. 

Q. Where did you get this information about the load 
shape in the year 1946 ? A. From the discussions with the 
engineers of the Baltimore Company. 

• • • 

[9517] Q. Do I understand you to say, then, Mr. Roland, 
that you considered neither Exhibit 228 for identification 
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nor Exhibit 229 for identification in coming to the conclu¬ 
sions you did come to with respect to power flow in your 
direct testimony in this case in connection with Exhibits 
42, 38 and 40? A. As I stated to the Examiner, I didn’t 
use them at all. 

Q. You didn’t consider them, then? A. I didn’t con¬ 
sider them. 

• • • 

[9534] Q. Now, at page 8834, line 11 through line 13, you 
stated that the sales in the State of Maryland are the 
obligation of Baltimore whereas the sales in the State of 
Pennsylvania are the obligation of Penn Water. What do 
you mean by obligation in that connection? A. It seems 
to me in my subsequent testimony there I modified that, 
or at least I gave my understanding of that. 

Q. Well, I don’t think I ever referred to this par¬ 
ticular testimony before. What is your understanding of 
that now? 

Mb. Goldberg : Why don’t you give the witness an 
opportunity to look at that testimony. Maybe he has 
explained it. 

Mr. Myse: If he had explained it I don’t believe 
I would ask the question. I don’t think he has. 

The Witness: Well, at the bottom of page 8836 you 
asked the same question. What other obligations does it 
have to the railroad and I said “It supplies power to the 
railroad but it doesn’t necessarily all have to be consumed 
in Maryland.” 

By Mr. Myse : 

Q. That was going to be my next question, Mr. Roland. 
How does Baltimore supply the energy you referred to 
there to the railroad? Just how does it do it physically? 
A. At what point now are we talking about? 

Q. Well, let’s say any point on the railroad system. 
A. Baltimore Company’s facilities do not tie in directly 
with the railroad. 
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[9535] Q. There is no connection of Baltimore’s facilities 
to the railroad’s facilities, is there? A. There is no di¬ 
rect connection of the facilities of Baltimore and the rail¬ 
road. 

Q. Now, in your view how does Baltimore supply 
energy to the Railroad? A. Over the facilities of the 
Holtwood Company, the Susquehanna Transmission Com¬ 
pany of Maryland and through the facilities of Pepco. 

Q. And it uses those facilities in order to make that 
supply. Is that right? A. Well, the energy is supplied 
over those facilities. 

Q. Now, did you intend your answer at the bottom of 
8836 to mean that Baltimore does have an obligation to 
the Pennsylvania Railroad in the State of Pennsylvania? 
A. The companies who are parties to the contract agreed 
to supply the total requirements. 

Q. Does it have an obligation to supply the railroad 
in the State of Pennsylvania? A. It isn’t so defined. 
It is merely defined that the total obligation is accepted 
by the three parties to the contract, the supplying com¬ 
panies. 

Q. Well, then, as I understand your answer now, the 
obligation of Baltimore Company to the railroad is not 
confined to the supply of energy in the State of Maryland. 
Is [9536] tL^t right? A. Its obligation is not defined 
other than that the three companies are obligated to supply 
the total railroad requirements. 

Q. Is my statement correct, Mr. Roland? A. I don’t 
know how I can answer that any other way than what I 
have. 

Mr. Myse: Mr. Examiner, I think the question is 
clearly susceptible of a yes or no answer. 

Trial Examiner : It seems to me it is susceptible 
to a more definite answer if the witness knows. 

Mr. Myse : May I have that statement, please? 
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Mr. Goldberg: The difficulty with the question is 
that it asks for a legal conclusion. 

Mr. Myse : Do I understand the witness is directed 
to answer the question directly? 

Trial Examiner: Answer the question. 

Mr. Goldberg: I understand the Examiner’s di¬ 
rection is that he make a different answer if he is 
capable of making a different answer. 

The Witness: All I can state, Mr. Myse, is that the 
parties, supplying companies, agree to supply the total re¬ 
quirements of the railroad, and there is no particular area 
set aside for an obligation of either one of the companies. 
It is just a total requirement supplied by all the companies. 

[9537] Trial Examiner: What you mean, then, is that it 
is not defined in such a way as to limit it to the state 
of Maryland. 

The Witness: It is not defined at all other than to 
supply the total requirements wherever they might be. 

By Mr. Myse : 

Q. Pennsylvania as well as Maryland. A. The rail¬ 
road requirement in Pennsylvania as well as in Maryland 
is the obligation of the supplying companies. 

Q. And that might be the obligation of Baltimore as 
one of the supplying companies. Is that correct? A. I 
stated it was the obligation of all the companies. 

• • • 

[9539] Q. Well, who sells the services or the energy, if you 
will, that is supplied to the railroad at Conestoga? A. 
That which is delivered at Conestoga and used in Pennsyl¬ 
vania is sold by Holtwood. 

Q. Well, is it sold by anyone else at that point, at 
Conestoga? A. I don’t know. 
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[9541] Q. Well, I understood your testimony to be that at 
least some of the energy which is delivered at Conestoga 
is sold by Holtwood to the railroad. Is that right? A. 
That part of it which is used in Pennsylvania would be sold 
by Holtwood. Now, whether that is considered the sale 
point, I don’t know. 

Q. Now, that part of it which you say is consumed by 
the railroad in Maryland you say is sold by the Baltimore 
Company? A. Yes. 

• • • 

[9546] Q. Mr. Roland, is it your testimony that the com¬ 
pensation that Penn Water receives for its services ren¬ 
dered to the railroad in Pennsylvania is received by reason 
of the document identified in this record as Exhibit No. 11? 

• • • 

[9548] Q. May I have an answer to my question, Mr. 
Roland? A. The compensation does not result from Ex¬ 
hibit 11. It results from the fact that power and energy 
is supplied to the railroad. The railroad pays for it. 

Q. Does the railroad pay it to Holtwood? A. The 
check is made out to Baltimore Company, as I stated be¬ 
fore, with the understanding that Holtwood shall receive 
a part of it. That is a matter of convenience, as I stated 
before. 

Q. Now, isn’t that understanding that you are re¬ 
ferring to arrived at under the provisions of Exhibit No. 
11? A. Exhibit No. 11 provides for the split-up of the 
money received from the railroad company. 

• • • 

[9563] Q. Can you tell me how much two-thirds of the 
daily energy available from the development at Safe Har¬ 
bor was in 1944? 

• • • 

[9564] The Witness: I don’t believe I understand what 
you mean by the “daily energy available.” 
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[9565] Q. Do you or do you not understand what the 
phrase means? A. Not as you are using it, no. 

[9566] Q. So that you are unable to tell me the amount of 
the daily energy available in the development at Safe 
Harbor during the year 1944. Is that right? A. I do 
not know. 

• • • 

[9577] Mb. King: Before we call Mr. Newlands I would 
like to report on the homework which the Staff re¬ 
quested of Mr. Gunn during his cross-examination on 
original cost. 

In the first place, Mr. Gunn was requested to ascer¬ 
tain, in effect, whether there was an opinion of the 
Pennsylvania courts in connection with the litigation 
with the State of Pennsylvania concerning the amount 
of the Pennsylvania State Tax against McCall Ferry 
Power Company for the year ending 1905. 

This request was made at pages 7514 to 7519 of 
the record. 

We made the check and have ascertained that 
there is no opinion of the court in the company’s files 
in connection with this case, and, further, our under¬ 
standing is that the court rendered no reported opinion. 

In the next place, Mr. Gunn was requested to de¬ 
termine whether the testimony of Mr. Harlow con¬ 
tained in Exhibits 171, 172 and part 21 of Exhibit 27 
was an excerpt from his direct testimony or from his 
cross-examination. 

We have checked the company’s files and find that 
the excerpts contained in Exhibit 171 apparently were 
taken from [9578] pages 99 and 100 of the reported 
transcript in the case of Susquehanna Power Com¬ 
pany v. the Proprietors of the Susquehanna Canal in 
the Circuit Court for Cecil County on January 28, 
1907. 
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This portion of Mr. Harlow’s testimony was cov¬ 
ered while he was being cross-examined. 

The excerpts contained in Exhibit 172 were ap¬ 
parently taken from pages 39 and 40 of the transcript 
of the testimony of Mr. Harlow on direct examination 
in the case of Susquehanna Power Company v. the 
Proprietors of the Susquehanna Canal, condemnation 
proceedings in Cecil County, dated September 4, 1906. 

The excerpts of Mr. Harlow’s testimony contained 
on part 21 of Exhibit 27 were taken from his direct 
testimony on pages 11 and 12 of the transcript of testi¬ 
mony in the case of Susquehanna Power Company v. 
the Proprietors of the Susquehanna Canal in the Cir¬ 
cuit Court of Cecil County, on January 28, 1907. 

• • • 


[9579] JOHN M. NEWLANDS. 

• • • 

[Direct Examination (Continued).] 

Mr. Goldberg: Mr. Examiner, I suggest that be¬ 
fore Mr. King begins with his cross-examination of 
Mr. Newlands that Mr. Newlands be permitted to point 
out certain typographical errors in the exhibit which 
he has discovered, and which I am sure Mr. King and 
everyone would like to know about. 

Mr. King: You mean in Exhibit 51? 

Mr. Goldberg : Yes; in several other exhibits, also. 

May the witness go ahead with those? 

Trial Examiner: He may. 

The Witness: In Exhibit 51, page 23 of part 1, line 
19, it reads: “Memorandum of understanding dated April 
24,1907.” 

[9580] It should read, “April 24, 1909.” 
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Mr. King: Thank yon. We have that, Mr. New¬ 
lands. 

The Witness: Exhibit 51, page 38, part 2, that is the 
schedules, the item of general office salaries, column 8 reads, 
“$10,255.94 (b).” 

It should read $10,255.94 (a). In other words, the 
note should be changed from (b) to (a). 

Exhibit 51, part 2, page 51, the item of printing stock 
certificates in columns 5 and 7 should read-$1248 in each 
case instead of $1548. 

Mr. Goldberg: Does that change the total in the 

column? 

The Witness: No, because I have another change in 
the same exhibit. 

Mr. Goldberg: I see. 

The Witness: The item of miscellaneous expenses at 
the bottom of that exhibit should be increased by a like 
amount for the same years. In other words, column 5 
should read $415.98 instead of $115.96, and column 7 should 
read $950.28 instead of $650.28. 

In Exhibit 51, part 2, page 39, the total at the bottom 
of the page should read $35,832.15 instead of $25,832.15. 

Exhibit 51, page 43, part 2, the item of Simpson, 
Thacher and Bartlett, legal services, under reorganization 
expenses, column 2 should read $23,287.21 instead of 
$23,827.21. 

Mr. King: Does that change the sub-total? 

[9581] The Witness: No, the sub-totals are correct. It 
was just a typing error. 

Mr. King : Very well. 

The Witness: Exhibit 51, page 53, part 2, the line for 
the year 1910 under column 3 should read $1,277.31 instead 
of $1,227.31, the total remaining unchanged. 
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Exhibit 51, page 37 of part 2, the second sub-total on 
that page, in other words, the snb-total which precedes the 
total, column 4, should have a reference mark (a) after 
the $166,087.42 figure. 

Exhibit 52, sheet 2, the year 1917, column 9, should 
read- 

Mr. King: Would you wait just one moment, Mr. 

Newlands? 

The Witness: Yes. (Short pause.) 

Should read $21,051,748.19 instead of $21,051,758.19. 

Mr. King: Figure 4 is the only thing changed? 

The Witness: That is right, changed at that point. 

Exhibit 51, page 2, year 191S, column 9, should read 
$21,152,818.51 instead of $21,051,748.19. 

Mr. King: As I understand it, the figure should 

read $21,152,818.51. Is that correct? 

The Witness: That is right. 

Exhibit 54 is next. 

There is an immaterial correction there. One-half of 
a bracket w^as left off of the item for transfer between 
reserve [9582] account at December 31, 1931. 

Mr. Goldberg: Column 3? 

The Witness: In column 3; that is right. 

Mr. Goldberg: You are supposed to close the bracket. 

The Witness: That is right. 

Mr. King: Did you say that was a slightly im¬ 
material correction? 

The Witness: I figured people would recognize the 
other part of the bracket belonged there. 

Trial Examiner: Very well. 

The Witness : Next is Exhibit 55, the year 1914, column 
12, and it should read $411,977.58 instead of $411,977.51. 

Exhibit 57- 
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Me. King: Does that change the total in that 

column? 

The Witness : No. That is a total. It adds across and 
does not change the total at the bottom. 

Exhibit 57, the year 1923, column 5, should read 
$941,292.32 instead of $941,202.32. 

Mb. Goldberg: Would you read that last correc¬ 
tion, please? 

(Read.) 

The Witness: Exhibit 57, year 1918, column 7, it should 
read $13,204,623.12 instead of $13,204,523.12. 

That completes the corrections. 

Cross-Examination (Continued). 

By Mr. King : 

[9583] Q. Do you have Exhibit 51 in front of you, Mr. 
Newlands? A. Yes, sir. 

Q. You have heretofore testified, Mr. Newlands, on 
pages 1100 and 1101 of the transcript that you assumed full 
responsibility for the determination of your original cost 
study designated Exhibit 51 in this case. Is that correct? 
A. That is correct. 

Q. Will you name the persons who assisted you in 
making your determinations, conclusions and recommenda¬ 
tions made in this Exhibit? A. If you mean by that the 
people who worked for me—none of them assisted me in 
arriving at conclusions- 

Q. I mean by that that I want you to name everyone 
who assisted you in connection with the preparation of 
Exhibit 51. A. Or in connection with the underlying de¬ 
tails? 

Q. Correct. A. Mr. T. S. Montgomery. 

Q. Who is he? A. An accountant. 

Q. All right. A. Mr. T. F. Keavlain. 

Q. Is he also an accountant? A. Yes. 
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Mr. Jules Englander. He is also an accountant. 
[9584] Mr. Lyons, also an accountant. 

Mr. McGrath. He is an accountant. 

You want only the persons who worked on Exhibit 51? 

Q. Correct. A. Mr. Epperson. 

Q. Who is he ? A. He is an accountant. 

Mr. Gagnon. He is an accountant. 

Mr. Mark Welt. He is an accountant. 

That is all I recall at the moment. 

Q. Then as I understand it, Mr. Newlands, you had 
no engineering or legal assistance. Is that correct? A. 
I had engineering assistance. I accepted the date of com¬ 
mercial operation given by our engineers, but I had no 
engineering assistance in preparing Exhibit 51 other than 
that. 

Q. As I understand it, then, you had no engineering 
assistance in connection with any of the conclusions or de¬ 
terminations in Exhibit 51. Is that correct? A. I may 
have discussed some of the facts with our engineers. How 
they affected my conclusions I am not able to say now. 

Q. What engineers did you discuss the facts with? 
A. Mr. Howell was over at various times. 

Q. Who else? [9585] A. I believe he was the only 
one I had most of the discussion with. I may have had 
short discussions with other people but Mr. Howell in chief. 

Q. Did he make the determination in connection with 
the date of commercial operation which you testified you 
accepted? A. He made the determination and I agreed 
with it. 

Q. You accepted it?. A. I accepted it. 

Q. Did you have the right, Mr. Newlands, to modify 
or change Mr. Howell’s determination? A. No, I didn’t 
have that right. 

Q. As I understand it, Mr. Howell was the only engi¬ 
neer with whom you talked in connection with the prepara¬ 
tion of Exhibit 51. A. No, that is not my statement. I 
said most of my conversations, if I had any, may have been 
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with Mr. Howell. I may have mentioned items to Mr. 
Stanley Roland, who was over on various occasions, but 
none of my discussions with him affected Exhibit 51, and I 
doubt any of my discussions with Mr. Howell affected Ex¬ 
hibit 51. They may have, but I don’t think so. 

Q. Did you or did you not have discussions with those 
gentlemen? A. I had discussions with all of the engi¬ 
neers who came over to Baltimore, but as to recalling just 
what I discussed, [9586] that is impossible at this time. 

Q. Who were all the engineers who came over to Balti¬ 
more? A. Mr. Stanley Roland was one. Mr. Howell 
was another. Mr. Davis was another. Mr. Nelson was an¬ 
other. Mr. Bybuth was another. 

Q. Is that all? A. There were one or two others 
but I don’t recall their names at the present time. 

Q. How about Mr. Jeffery? A. He was over there, 

yes. 

Q. What was the nature of the discussions you had 
with those gentlemen? A. As I told you before, it is 
impossible to recall now. 

Q. Do you recall the nature of any of the discussions 
you had? A. Well, I can recall two or three. I remem¬ 
ber discussing dashboards with Mr. Howell, and I may have 
discussed them with Mr. Roland. 

Q. Anything else you can remember? A. I dis¬ 
cussed repairs at the toe of the dam with Mr. Howell. 

I discussed various of the items claimed from opera¬ 
tion and maintenance accounts or from the reserve ac¬ 
counts with Mr. Howell. Which ones specifically I don’t 
remember. 

[9587] Q. Does Exhibit 51 reflect any of the substance of 
any of those discussions with the engineers? A. No. Ex¬ 
hibit 51 is based on my conclusions. 

Q. And your conclusions alone. Is that correct? A. 
That is right. 

Q. Except the date of commercial operation. A. 
That is right. 
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Q. Did the accountants whom you have named all re¬ 
port directly to you? A. That is right. 

Q. And you directed the work they were to perform in 
making the investigation. A. That is right. 

Q. What was the scope of the authority of these ac¬ 
countants whom you have named in conducting the investi¬ 
gation? A. Are you asking me what is the scope of the 
authority of the accountants who assisted me? 

Q. What is the scope of the authority of the account¬ 
ants whom you have heretofore named and indicated as¬ 
sisted you in making their investigations? A. They did 
only what I asked them to do and reported to me. 

Q. Did you give them directions in writing or orally? 
A. Orally. 

Q. Did you have the right to reverse any conclusions 
or [9588] determinations made by them if you thought it 
proper to do so? A. That is right. 

Q. Did you actually reverse any of their conclusions or 
determinations? A. No, because as I recall it they did 
not make any conclusions. 

Q. Then what did they do? A. They abstracted the 
figures from the records, made analyses, made up state¬ 
ments as I directed them, and things of that nature. 

Q. Can you make an analysis without coming to a con¬ 
clusion? A. Certainly. You merely copy the figures 
down in a certain order. 

Q. Can you make an analysis without exercising judg¬ 
ment? A. Yes, you can. 

Q. And that is the kind of analysis they made? A. 
They made the analysis I directed. 

Q. And without exercising any judgment. A. I di¬ 
rected them as to what they were to put down and how they 
were to do it. 

Q. Therefore they exercised no judgment. Is that cor¬ 
rect? A. Very limited. There might have been some 
judgment involved. 

[9589] Q. I thought you said no judgment was necessary. 
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A. There would be judgment involved in following my in¬ 
structions for one thing. 

Q. You mean because they were unclear! A. No, 
because it involves interpreting them. 

Q. Can you give us an example which would involve 
interpreting any of the instructions you gave those gentle¬ 
men? A. I might have asked one of my assistants to 
make an analysis segregating certain types of charges, or 
segregating charges to the account in a certain way, group¬ 
ing them in a certain manner, in other words. 

The actual segregation of those charges by those 
groups would involve some determination on the part of the 
persons doing the work. 

Q. In that situation, then, your assistants would exer¬ 
cise to a limited extent, total judgment in some instances, 
wouldn’t they? A. They might if no explanation were 
given of the items involved. Usually we had a description 
of the items so I could tell later on in examining the work 
whether they classified it properly. 

[9590] Q. Did you have that description before the investi¬ 
gation began? A. I had no descriptions before the inves¬ 
tigation began. 

Q. You mean whatever descriptions you gave them re¬ 
sulted from the investigation ? A. I was referring to the 
descriptions which the accountants might copy down on 
their working papers of the items they had taken off. 

Q. Then all of the people who actually- Strike that, 

please. 

All of the employees, then, of the Federal Power Com¬ 
mission who assisted you other than Mr. Howell were di¬ 
rectly under your supervision. Is that correct? A. That 
is right, all of the accountants were directly under my su¬ 
pervision. 

Q. Didn’t you just testify that the only engineer who 
assisted you was Mr. Howell? A. That is right. Your 
statement is correct. I merely wanted to make certain of it. 
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By the way, with regard to the last statement, Mr. 
Howell did not assist me. I merely discussed matters with 
him. 

Q. Well, if you include some data with reference to 
date of beginning of commercial operation, and Mr. Howell 
[9591] concluded that, wouldn’t you call that assistance? 
A. With that exception. 

Q. Then as I understand it, the only assistance you 
received from the accountants working under you was of a 
detailed nature. In other words, they just took figures oil 
the books and reported to you. Is that correct? A. That 
is right. 

Q. Do you now occupy the same position with the Fed¬ 
eral Power Commission that you occupied at the time of 
the investigation in this case? A. Do you mean at the 
time of the beginning of the investigation? 

Q. And straight through. A. No. 

Q. All right. What was your position at the beginning 
of the investigation? A. I was a Principal Examiner 
of Accounts at the beginning of the investigation. 

Q. Has your status changed during the investigation ? 
A. Yes. 

Q. To what ? A. I am now a Chief Examiner of Ac¬ 
counts. 

Q. That is the only change made? A. That is cor¬ 
rect. 

Mr. Goldberg: That represents advancement, if I 

may [9592] interpose. 

The Witness: Yes, that represents advancement. 

By Mr. King: 

Q. Who is your immediate superior in the Federal 
Power Commission? A. Mr. Edward L. Dunn. 

Q. Was he your superior during all the time you con¬ 
ducted the investigation? A. That is correct. 

Q. So that the change in your status has not changed 
your relation with Mr. Dunn. Is that right? A. That is 
true. 
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Q. Will you please describe in some detail the scope 
of your responsibilities in connection with the two posi¬ 
tions you have just referred tof A. Either one of the 
positions would involve heading field parties to make stud¬ 
ies of the books of licensees or public utilities for the pur¬ 
pose of determining original cost or securing information 
for rate cases, or any other purpose which the Commission 
desired me to undertake. 

Q. That is the scope of both positions? A. That is 
true, except that the Chief Examiner of Accounts usually 
would undertake the larger utilities, but either rank would 
constitute heading a field party. 

Q. What do you mean “undertake larger utilities”? 
[9593] You mean the work in connection with larger utili¬ 
ties? A. I mean utilities larger in size in total assets. 

Q. Work on them would not come under you? A. 
No, that was not my statement. 

Q. Will you explain? A. I am saying that a Chief 
Examiner of Accounts would ordinarily be assigned to the 
larger public utilities. 

Q. And you would be assigned to the small ones? A. 
A Principal Examiner of Accounts would be usually as¬ 
signed to the smaller public utilities, but there is no strict 
dividing line. The Commission can do what it likes. 

Q. That means you are generally assigned to work on 
the cases involving smaller utilities? A. No, that is not 
true. 

Q. You work on both? A. I work on both. 

Q. You generally have responsibility for work on 
larger utilities? A. That is right. 

Q. That is full responsibility in connection with the 
work on them as well as on the smaller utilities? A. I 
might have, yes. As a Principal Examiner of Accounts I 
could be assigned to a utility of any size. 

Q. Have you ever been so assigned to the larger [9594] 
utilities? A. No, not in complete charge of the work. 
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Q. What is your understanding of the difference be¬ 
tween a small and large utility—dollarwise or what? A. 
Total assets. 

Q. Where is the dividing line so far as assets are con¬ 
cerned? A. I don’t know. I never have heard that de¬ 
scribed. 

Q. Who determines that? Somebody other than you? 
A. I imagine it would be the head of our particular di¬ 
vision. 

Q. How many persons in the Federal Power Commis¬ 
sion are there who occupy superior positions in the account¬ 
ing department over you, exclusive of members of the Com¬ 
mission? 

• • • 

[9595] The Witness: Are you referring merely to the ac¬ 
counting division that I happen to be in? 

Mr. King : The accounting department of the Fed¬ 
eral Power Commission. 

The Witness: The accounting department is divided 
into several divisions. 

By Mr. King: 

Q. How many divisions? A. There is a division of 
original cost. 

Q. Is that your division? A. No, that is not. 

Q. What is the next one? A. There is a division 
which takes care of rate cases and general accounting mat¬ 
ters. 

Q. Is that your division? A. Yes. 

Q. All right. Will you confine my question to your 
[9596] division? A. I never have made a determination 
of the number of persons who had superior rank to me. 

Q. You said Mr. Dunn did. Is that correct? A. 

Yes. 

Q. Is there anybody else who has superior authority in 
your division? A. Yes. 
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Q. Who is it? A. Mr. Baker is the head of the di¬ 
vision. 

Q. Who else? A. By your question now do you 
mean persons who had authority to direct my work? 

Q. Correct. A. Or change my conclusions? 

Q. Correct. A. Mr. Smith, of course, was head of 
the Bureau of Accounts and Rates. He could do that. 

Q. Is there anybody over you who has power to change 
your determinations or conclusions other than Mr. Smith, 
Mr. Baker and Mr. Dunn? A. There would be no others 
on this case. 

Q. Did the gentlemen to whom you have referred re¬ 
verse any of your determinations or conclusions in connec¬ 
tion with this investigation? [9597] A. Not that I re¬ 
call. We had discussions of problems, but there was no re¬ 
versal of conclusions. 

Q. Were those discussions before you reached your 
conclusions in Exhibit 51? A. Yes, that is right. 

Q. You can not remember whether your conclusions 
were changed as a result of those discussions or not. Is 
that correct? A. No, they were just general discussions 
of the problem. 

Q. Then your conclusions were not changed as a result 
of those discussions, is that correct? A. No, because I 
had not reached conclusions. 

Q. Did you have any discussions after you had reached 
your determinations and conclusions in Exhibit 51 with the 
gentlemen you have just mentioned? A. I had no dis¬ 
cussions which would be reflected in changing the conclu¬ 
sions I had reached. We may have discussed those things 
over again. 

Q. Did the discussions which you had with Mr. Dunn, 
Mr. Baker and Mr. Smith prior to the completion of Ex¬ 
hibit 51 have any effect upon the preparation of the Ex¬ 
hibit? A. They may have, but I don’t recall now. 

Q. Can you give us an example of the type of dis¬ 
cussions you had with those gentlemen? [9598] A. Well, 
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we discussed the determination of interest during construc¬ 
tion, for instance. 

Q. Anything else? A. We discussed the allowance 
of items claimed by the company from depreciation reserves 
or operating and maintenance in a general way. 

Q. Anything else? A. We discussed the history of 
the development, that is, the transfer of properties to Mc¬ 
Call Ferry Power Company and the issuance of stock, Al- 
dred’s activities, the reorganization of Pennsylvania Water 
and Power Company, and things of that sort. 

Q. When you refer to the history of the company, do 
you refer to the material contained in Exhibits 26 and 27 
in this case? A. No, we didn’t discuss the companies 
exhibits as such. We discussed the facts relating to the 
history. 

• • • 

Q. Mr. Newlands, Mr. Baker and Mr. Smith, to whom 
you referred, are both accountants, is that right? [9599] 
A. That is right. Mr. Smith is also a lawyer, I believe. 

Q. How did these discussions you had with Mr. Dunn, 
Mr. Smith and Mr. Baker originate? A. Well, Mr. Dunn 
made various visits over to Baltimore and at times stayed 
there to see how the work was progressing. At that time I 
would discuss matters with him. 

Mr. Baker and Mr. Smith came over only occasionally, 
perhaps two or three times, and then it was merely a dis¬ 
cussion of how the work was progressing, some of the main 
problems, and so forth. 

Q. So that all of the discussions with these gentlemen 
occurred in Baltimore. Is that correct? A. That is cor¬ 
rect. 

Q. From what you have said is it a correct statement 
that you originated the discussions? A. Do you mean 
who spoke first? 

Q. That is one test of who originated them. A. It 
was a matter of merely sitting around a table and dis¬ 
cussing matters. 
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Q. Did you request—Excuse me. Go ahead. A. Mr. 
Smith or Mr. Dunn might have asked me to describe the 
history of the project or might have asked questions about 
certain parts of it. But there was no leader of the discus¬ 
sion. It was a general discussion. 

[9600] Q. Did you request either one of the three gentle- 
ment to come to Baltimore at any time? A. No. I made 
no definite request for them to come. 

Q. How about Mr. Howell? Did he come to Baltimore? 
A. Yes. 

Q. Did you have any discussions with him in Balti¬ 
more? A. Yes. 

Q. Were any of the discussions which you had in Bal¬ 
timore with Messrs. Smith, Baker and Dunn reflected finally 
in Exhibit 51 when it was prepared? A. The discussions 
as such are not reflected, no. 

Q. Is the effect of the discussions reflected in Exhibit 
51? A. They may have been. Just what effect they had 
I would not be able to recall at this time. 

Q. Did any of those gentlemen direct you to put any 
particular determination or conclusion in Exhibit 51 ? A. 
No. 

Q. Did you ask any of the three gentlemen whether you 
could put any of your conclusions or recommendations or 
determinations in Exhibit 51? A. No, it would be gen¬ 
erally understood that my conclusions would be reflected in 
Exhibit 51. That is an understood matter, and they would 
reflect the results of my discussions with any other person. 
[9601] Q. But you assume full responsibility for those de¬ 
cisions, determinations and conclusions. Is that correct? 
A. That is right. 

Q. Did you include any conclusions or determinations 
or recommendations in Exhibit 51 at their direction? A. 
No. 

Q. Did they object to any of the conclusions or recom¬ 
mendations that you did include in Exhibit 51? A. No. 
I am afraid if they had objected they probably wouldn’t 
have appeared there. 
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Q. Does that mean that they had full authority to re¬ 
view and reverse your decisions, conclusions and recom¬ 
mendations? A. That is right. 

Q. But as I understand you, they did not reverse any 
of your conclusions and recommendations? A. That is 
right. 

Q. Then the reason why you can assume full responsi¬ 
bility for Exhibit 51 is because they did not reverse any of 
your decisions. Is that correct? A. No, I would assume 
full responsibility in any case. 

Q. Even though you did not agree with what they di¬ 
rected you to do? A. In that case it w T ould still be my 
responsibility. 

[9602] Q. To defend it? A. That is right. 

Q. Whether you agreed with it or not? A. Of 
course, we are talking about a hypothetical instance now, 
but I assume that would be so, yes. 

Q. Now", Mr. Newlands, if it were demonstrated to you 
satisfactorily that you had made an error, either in fact 
or in connection with your conclusions, recommendations 
and determinations in Exhibit 51, are you in a position 
now to admit the error, or do you first have to obtain 
authority from somebody else to do so? A. I could ad¬ 
mit if there were any errors in Exhibit 51 that such was 
the case. 

Q. Are you free to change your mind in connection 
with any of the determinations and conclusions in Exhibit 
51 if you deem it proper to do so without consultation or 
authority from anybody else? A. If that were based on 
facts which would change my conclusions I would be free 
to change my mind. 

Q. All of your conclusions and recommendations are 
based on facts, aren’t they? A. That is right. 

Q. Let us suppose you were convinced you drew er¬ 
roneous conclusions from the facts. Are you free to change 
your mind without obtaining authority from anybody? 
[9603] A. Yes, I believe so. 
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Q. I notice, Mr. Newlands, that Exhibit 51 is signed 
by you and Mr. Edward L. Dunn. Will you please indi¬ 
cate the scope and limitations of Mr. Dunn’s responsibility 
in connection with Exhibit 51? A. Mr. Dunn was the 
supervising accountant on the job and he had general power 
to direct me if he wished, he had general power to review 
the work I was doing and the conclusions I was drawing. 

Q. Did he exercise any of those powers? A. I be¬ 
lieve you will have to ask him that question. 

Q. Don’t you know? A. I don’t know what goes on 
in Mr. Dunn’s mind, no. 

Q. You can judge what goes on by his actions, can’t 
you? A. Not necessarily. 

Trial Examiner: Don’t argue about this now. 

By Mr. King: 

Q. Why did Mr. Dunn sign the report, do you know? 
A. Because he had general supervision over the work I 
was doing. 

Q. Did he personally review any of the facts or con¬ 
clusions developed by you? A. Yes, we discussed a great 
many of the facts and conclusions that are now in Ex¬ 
hibit 51. 

[9604] Q. Why didn’t the accountants whom you have 
heretofore named who worked under your direction sign 
Exhibit 51? A. Because they had almost no responsi¬ 
bility except to obtain the figures for me. 

Q. Then as I understand it, the main reason Mr. Dunn 
signed the exhibit is because he has direct supervision over 
you. Is that correct? A. That is right. 

* • * 

[9610] Q. Mr. Newlands, did you personally dictate the 
contents of Exhibit 51 in its present form? A. That is 
right. 

Q. I assume, of course, you had with you from time to 
time while dictating those contents either some or all of 
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the accountants who assisted you. Is that right! A. 

They were present w’hile I was writing Exhibit 51. 

• • • 


[9612] By Mb. King: 

Q. You also went to the files, didn’t you, or your as¬ 
sistants did? A. That is right; we requested them from 
the company. 

Q. Your assistants had to exercise judgment, did they 
not, as to w’hat documents they thought necessary to get 
from the files? A. Usually my directions were explicit 
enough so that [9613] the documents which they were to 
secure would be known to any accountant. 

Q. Is that true as to correspondence? A. Are you 
talking about the fifteen filing cases now specifically? 

Q. Yes. A. I directed the examination of those files 
myself. No one did anything on them unless I told them 
exactly what to do. 

Q. Then do I understand you to mean that you per¬ 
sonally know all of the documents that w r ere taken out of 
those fifteen filing cases? A. You mean all of the docu¬ 
ments which were examined in the fifteen filing cases? 

Q. Correct. A. Do you mean by that did I person¬ 
ally examine all of the documents which we requested 
from the fifteen filing cases? 

Q. That is one thing I am inquiring about. A. No, 
I examined most of them but not all of them. 

Q. I thought you said you were present when all the 
documents were taken from those filing cases. A. That 
is right. I always determined which files were to be se¬ 
cured. I determined then which ones I was to examine 
personally, 'which was most of them. I turned over a very 
few’ files to my assistants to look through w’here I thought 
there [9614] w T as nothing of any importance in them. 

Q. How* did you know which portion of those files was 
material unless you examined them all? A. Because 
they were classified, all of that correspondence was classi¬ 
fied under various headings and subjects. 
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Q. And you could tell by looking at the heading of 
the subject whether the material in those files was material 
enough in your judgment? A. Yes, in most cases. In 
some cases I might have to look through a little bit to deter¬ 
mine the exact nature of the files. 

Q. But in some cases you didn’t have to do that. Is 
that correct? A. Well, I believe in every case, as a 
measure of protection, I did take a look at what was con¬ 
tained in the file to make certain there was nothing im¬ 
portant. 

Q. What do you mean “a measure of protection”? 
A. To determine that the file was unimportant or contained 
unimportant material. 

Q. Did you do that in every instance? A. That is 
right. 

Q. Did you read all of the correspondence on the film 
upon which the company recorded correspondence? A. 
No, I did not read the full film. 

Q. Did you read any of them? [9615] A. Yes. 

Q. How did you know what you did not read was ma¬ 
terial or not if you didn’t read it? A. The company 
extracted various letters from that film which they con¬ 
sidered important, so that I saw a great deal of the ma¬ 
terial on that film as carbon copies of correspondence. 

Q. Then you looked only through what you thought 
the company thought was important. Is that right? A. 
Plus the portion of the film I saw myself. 

Q. And you assumed that the portion you did not see 
the company did not think was important. Is that correct ? 
A. I didn’t have to make any assumption in the matter. 
I considered that the documents I had secured were suffi¬ 
cient for my purpose. 

Q. And you made that determination without looking 
at the balance of them. Is that correct? A. That is 
right. 

Q. Do you consider that a sufficient study for your 
determination? A. I think it is. 
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By Mb. King : 

[9616] Q. Could you tell what the correspondence files 
contained by reading the summaries, the card summaries? 
A. That gave a general view of what was contained in the 
files, but as I understood it those index files were not com¬ 
plete, anyhow. But it did give a general bird’s eye view 
of the material. 

Q. A brief summary appeared on the card. A. Yes. 
As a matter of fact, those cards sometimes contained 
reference to the film, also. 

Q. Could you give us some idea as to the number of 
files that you did not examine? A. No, I couldn’t. 

Q. Would you say you examined half of them? 

• * • 

The Witness: Based on the index I would say I had 
examined half of them. But the company had no list of 
those files, although I requested repeatedly whether they 
had such a list in order for me to determine which files 
were available and which ones I wanted to inspect. 

By Mb. King: 

[9617] Q. All the files were available to you, weren’t they? 
A. They were available in the filing cabinets, but only as 
I requested the company for certain files. I had no list 
of them. 

Q. You could have gone to the filing cases and ascer¬ 
tained what was there, could you not, or your assistants 
could have? A. It might have been possible to do that. 
They never offered to let me go through the fifteen filing 
cases. 

Q. Did you ask to do it? A. No, I did not. 

Q. They didn’t say you couldn’t, did they? A. No. 
Q. Did they give any indication that they would object 
to your doing so? A. Not that I know of except that 
whenever we asked for information it was always secured 
by the company from the files. As a matter of fact, we 
were usually told it would take a certain time to get the 
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information. In some cases that meant several days, 
several weeks, or even several months. 

• • • 

[9628] Q. Mr. Newlands, was it necessary for you to seek 
or secure legal advice in connection with the preparation 
of your Exhibit 51? A. No. 

Q. I believe you said Mr. Baker was a lawyer as well 
as an accountant? A. Mr. Smith. 

Q. Mr. Smith—excuse me. A. Yes. 

Q. Did you get any legal assistance from Mr. Smith? 
A. If he gave it to me he didn’t call it legal assistance. 

Q. You know the difference between legal assistance 
and accounting assistance, don’t you? A. Not neces¬ 
sarily. There might be occasions where you could not draw 
a distinction, where the person receiving the knowledge 
or assistance might not know whether it was legal assist¬ 
ance or not. 

Q. What would be an example of that? [9629] A. 
Regarding the period of cessation. I don’t know whether 
any of our discussions regarding the period of cessation 
were such that Mr. Smith was using his legal knowledge 
or legal information or not. So far as I know he was 
using his accounting knowledge. 

Q. Don’t you know the difference between a legal de¬ 
termination of a so-called cessation period and any other 
kind of a determination, if there is any? 

• • • 

The Witness: I think I might be able to tell you but 
I don’t know what was in Mr. Smith’s mind when he was 
talking to me. So far as I know he was talking from ac¬ 
counting considerations. 

By Mr. King: 

Q. What did Mr. Smith say to you in connection with 
the so-called cessation period? A. I can’t recall his con¬ 
versations so far back as that. As far as I know he didn’t 
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give me any legal assistance. I am saying I don’t know 
what was in his mind. He is a lawyer. 

Q. If you can’t remember what he told you how do 
you know what he told you related to accounting and not 
law? A. Because I can remember the general tenor of 
the discussion. 

[9630] Q. What was it? A. What actually happened 
during the period. 

Q. You mean you told him what happened or he told 
you? A. We discussed it. 

[9631] Q. You told him what? A. I told him the history 
of the cessation period. 

Q. What did you tell him ? A. What work was going 
along, when it stopped, when it started up again, and so 
forth. 

Q. Wliat did he tell you? A. He agreed with me 
after discussing the items that that cessation period should 
be eliminated in the determination of the construction 
period. 

• • • 

[9632] Q. You are not an attorney, are you, Mr. New¬ 
lands? A. No, I am not. 

Q. Then Exhibit 51 does not reflect any legal advice 
from any attorney. Is that correct? A. That is correct. 

Q. Mr. Newlands, is the Ohio Fuel Gas Company in¬ 
vestigation which you referred to in your direct testimony 
the only accounting investigation you have had complete 
charge of since your employment by the Federal Power 
Commission with the exception of this present case? A. 
Well, that would need qualification. In the Southern Car¬ 
bon Case I had charge of the determination of original cost, 
although another man was supervising the whole job. 

Q. Is that the only other one of which you had [9633] 
complete charge regarding original cost? A. Yes, I be¬ 
lieve so. 
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Q. Mr. Newlands, is it your opinion as an account¬ 
ant that the function of the art of accounting is to report 
facts? A. It records facts, but it also records the con¬ 
clusion of the person who orders the recording. Its pur¬ 
pose is to record facts. 

• • • 

[9634] Q. Does an accountant have a right to change the 
facts? A. No, he doesn’t. 

• • • 

[9640] Q. Do you think it is the function of an auditing 
[9641] accountant to modify the transactions he finds re¬ 
corded? 

* * • 

The Witness: It is the function of an examining 
auditor to examine the facts and determine how they should 
be handled according to correct accounting principles. If 
that involves modifying something on the books, that is 
making a statement different from what appears on the 
books, he should do that. 

By Ms. King: 

Q. Has he a right to modify the significance of those 
recorded transactions? 

• • • 

[9642] The Witness: I don’t see how anyone could modify 
the significance of something recorded. The significance 
remains the same whatever the examining auditor deter¬ 
mines should be the proper accounting disposition of the 
items. 

• • « 

[9644] Q. Will you please turn to Schedule 1, page 1 of 
Exhibit 51? Do you have that schedule before you? A. 
Yes, I have. 

Q. Does that schedule contain a consolidated balance 
sheet as of December 31, 1945, of Penn Water and Power 
Company? [9645] A. That is right. It does not include 
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a couple of small inactive subsidiaries, which would make 
no difference in the general picture. 

Q. Page 1 of that schedule lists the assets and other 
debits of Penn Water and Power Company. Is that cor¬ 
rect? A. That is right. 

Q. The first group of assets is entitled “Electric 
Plant.” Is that correct? A. Yes. 

Q. Now, Mr. Newlands, does the listing of items of 
Electric Plant indicate to you that the company owns that 

property? A. Yes, that would usually be the case. 

• • • 

[9647] Q. Mr. Newlands, who determines the question of 
whether Penn Water owns the items listed under electric 

plant on page 1 of the schedule of Exhibit 51? 

• • • 

The Witness: So far as I know it is a legal matter to 
determine whether Penn Water owns it or not. 

By Mr. King : 

Q. And not an accounting matter? A. So far as 
strict legal ownership is concerned that is true. 

Q. Mr. Newlands, did you make an inventory of the 
property listed under electric plant on page 1 of the sched¬ 
ules [9648] in Exhibit 51 at the time you w^ere making your 
investigation? A. No, I did not. I understand the com¬ 
pany made an inventory. 

Q. You did not? A. That is right. 

Q. Did any of your assistants? A. No. 

• • • 

Q. Excuse me. Strike that question, please. 

The next item appearing on page 1 of the schedule we 
are discussing is entitled “Investment and Fund Account.” 
Is that right? A. That is right. 

Q. Who determines the ownership of the items there 
listed? A. My answer to that would be the same as to 
the previous classification. 

Q. The next listing on the page we are discussing is 
entitled “Current and Accrued Assets.” Is that correct? 
A. That is right. 
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Q. Would your answer be the same as to the items 
listed under that heading? [9649] A. Yes. 

Q. Mr. Newlands, the next listed item is entitled “De¬ 
ferred Debits.” Is that right? A. That is right. 

Q. Would your answer be the same as to those items? 
A. Yes, so far as it is applicable. Some of those are merely 
delayed expenses. 

Q. Turn to the next page, Mr. Newlands, page 2 of 
the schedule of Exhibit 51. That page lists liabilities and 
other credits of the Penn Water and Power Company as 
of December 1, 1945. Is that correct? A. That is cor¬ 
rect. 

Q. The first item on that page in the left-hand side is 
entitled “Capital Stock.” Is that right? A. That is 
right. 

Q. What do you mean by common stock listed under 
Capital Stock? A. That is the name which appeared on 
the certificate, I believe, and the name which appeared on 
the charter. 

Q. Who determines the rights of common stockholders? 

• • • 

[9650] The Witness: You would have to obtain legal ad¬ 
vice because the rights would be determined by the law of 
the land. 

By Mr. King: 

[9651] Q. That is the same as to the preferred stock¬ 
holders, is it not? A. That is right. 

Q. The next item on page 2 of the schedule is entitled 
“Long Term Debt.” Is that right? A. That is right. 

Q. That includes mortgage bonds, isn’t that correct? 
A. That is right. 

Q. What is your understanding of the term “Mort¬ 
gage Bond”? A. That generally means that the bonds 
have a lien on the assets of the company or certain prop¬ 
erty of the company. 

Q. Rights of bondholders is determined by law, isn’t 
that right ? A. That is right, ultimate rights would have 
to be determined legally. 
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Q. In connection with the next to the last item, “ Re¬ 
serves,” what do yon understand to be the meaning of 

reserve for depreciation of electric plant? 

• • • 

The Witness: It is an account set up on the books to 
[9652] measure as nearly as possible the expired service 
life of the company’s property. 

By Mr. King: 

Q. Who determines what use the company may make 
of this reserve? A. I don’t understand what you mean 
by that question. 

Q. What don’t you understand about the question? 
A. The reserve account is a nominal account on the books. 
There is no specific asset back of it, so I don’t know what 
you mean by your question, who determines what should 
be done with it. There are no assets involved to do any¬ 
thing with. 

Q. Is the company subject to any control in connection 

with that item by anybody? 

• • • 

[9654] “Q. Is the company subject to any control in con¬ 
nection with that item by anybody?” 

Trial Examiner : Objection is overruled. 

The Witness: Regulatory authorities in the case of 
public utilities have the authority to prescribe how depre¬ 
ciation reserves should be set up. 

By Mr. King: 

Q. And those regulatory authorities are limited by the 

law creating them, isn’t that correct? 

• • • 

The Witness: I don’t know what the answer is from a 
legal standpoint, but from an accounting standpoint I would 
say that would seem to be a reasonable answer. 

By Mr. King: 

Q. I want it only from an accounting standpoint, Mr. 
Newlands. 
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Now, Mr. Newlands, is it a fair statement that the right, 
title, interest, or obligations of Penn Water and Power 
Company in connection with every item we have discussed 
on pages 1 and 2 of the schedules of Exhibit 51 are deter¬ 
mined by law? 

• • • 

[9656] The Witness: The rights, title and interest of a 
company in its property, the rights, title and interest of the 
common stockholders and bondholders, are determined as a 
matter of law. 

By Mr. King: 

Q. And that includes obligations, too, does it not, Mr. 
Newlands? A. That would include the right, title and 
interest of the company as opposed to the right, title and 
interest of the creditor, that is right. 

• • * 

[9657] By Mr. King: 

Q. Have you had any experience in connection with 
financial matters, Mr. Newlands, in addition to accounting? 
A. I have worked on audits of financial firms, but that is the 
extent of my financial background. 

Q. You do not consider yourself an expert in connection 
[9658] with financial matters? A. That is right. 

Q. Other than in the situation you have just described. 
A. That is right. 

Q. Have you ever testified in any court or administra¬ 
tive tribunal as an expert on financial matters? A. No, 
I have not. 

Q. Have you ever testified in any administrative tri¬ 
bunal or court proceeding as an expert in connection with 
valuing stock of corporations, either preferred or common? 
A. No, I have not. 

Q. Do you consider yourself individually or as an ac¬ 
countant an expert in connection with valuing corporate 
stock? A. No, I do not. 
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Q. Have you ever testified in any court or administra¬ 
tive proceeding in connection with valuing land? A. No. 

Q. Do you consider yourself as an individual or as an 
accountant an expert in connection with land values ? A. 
No. 

Q. Have you ever testified in any administrative tri¬ 
bunal or court in connection with engineering matters? 
A. No. 

Q. Do you consider yourself individually or as an 
[9659] accountant an expert in engineering? A. I do 
not consider myself an expert in engineering. 

Q. I direct your attention to column 4, Mr. Newlands, 
Schedule 3, Sheet 1 of Exhibit 51. A. Column 4, Sched¬ 
ule 3, what sheet number? 

Q. Sheet 1. I believe that is page 7 of the table. Do 
you have it in front of you? A. Yes. 

Q. Will you identify in column 4 of page 7, the amount 
opposite 301, Franchises and Consents of $64,004.61? A. 
That is the amount the company classified as the cost of 
the fishways. 

Q. Did you eliminate this item from the company’s 
electric plant in service reclassified? A. No, I trans¬ 
ferred it to Account 322, Reservoir, Dams, and Waterways. 

Q. Who made the determination to transfer this item? 
A. I did. 

Q. Did you have any assistance in connection with ar¬ 
riving at your conclusion and determination? A. No. 

Q. That is to transfer this item? A. No, the con¬ 
clusion was my own. 

Q. Mr. Newlands, I show you photostatic copy of docu¬ 
ment entitled “Memorandum for Mr. Edgar C. Coffman, 
Chief [9660] Division of Rates and Certificates.” It is 
dated September 10,1945. This document is a photostat of 
working papers of the Staff. I ask you to examine it. 

Mr. Goldberg: Whose working papers? 

The Witness: This is all one document? 
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By Mr. King: 

Q. Yes. Have you ever seen this before? It is signed 
by Mr. Roland and Mr. Howell. A. I have never seen 
the document. 

Mr. Goldberg : Whose working papers did you say? 

Mr. King : Signed by Mr. Roland and Mr. Howell. 
I assume it came from the working papers of either 
one or both of those gentlemen. 

Mr. Goldberg : All right. 

Mr. King: I think probably Mr. Roland. 

• • • 

[9661] Q. I show you page 5 of this document and refer 
you to the first full paragraph on that page which states, 
“When the hydraulic testing laboratory was built prior 
to the beginning of Safe Harbor plant, the use of the origi¬ 
nal ice chutes and the original fishway located on the Lan¬ 
caster side was abandoned. A new fishway on the York 
side was built and is in operation though indifferently so. 
Oddly enough the company’s books reflect the cost of these 
fishways as intangible assets and represent the cost of se¬ 
curing rights from public authority. Technically they are 
intangible and non-depreciable, but the accountants can be 
depended upon to apply a correct treatment of this item. 

4 4 The ice chutes were never replaced, but the open¬ 
ing beyond Number 10 intake and the log chute at the 
skimmerwall seemed to prove adequate.” 

Mr. Goldberg: What is the question? 

By Mr. King: 

Q. I ask you to examine that paragraph, and state 
whether you are the accountant who could be depended upon 
to apply a correct treatment of this item? 
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[9663] The Witness : I don’t know. I have never seen this 
memorandum, never had any knowledge of it, and don’t 
agree with the contents of a large part of the paragraphs 
you read. 

Mr. King: May I have the last answer, please? 

(Answer read.) 

By Mr. King : 

Q. In what respect do you disagree with the contents 
of that paragraph? A. Where they stated that the cost 
of the fishways represented an intangible item and was re¬ 
flected as an intangible item on the books. It is not reflected 
as an intangible item on the books. It is reflected in the 
construction plant account. I don’t believe that is an in¬ 
tangible item, which is a conclusion drawn by the writer of 
this letter. 

Mr. Goldberg : That is what always happens to an 

engineer’s view of accounting matters. 

May I see that document, Mr. King? 

Mr. King: Certainly. 

By Mr. King : 

Q. Then as I understand it, Mr. Newlands, you dis¬ 
agree with Mr. Howell’s and Mr. Roland’s determination 
that the item [9664] is an intangible and non-depreciable 
one, is that right? A. I disagree with that statement 
which appears there if that is Mr. Roland’s or Mr. Howell’s 
determination. I don’t know whether it is or not. 

Q. Upon what do you base your conclusion in connec¬ 
tion with your disagreement with the statement of those 
two gentlemen, namely, Mr. Roland and Mr. Howell? A. 
I base my conclusion on my knowledge of the facts. 

Q. What are the facts? A. The facts are that the 
company built fishways, a tangible item, capitalized them 
in their construction accounts and in their plant accounts, 
and they remain to this day on the books in the construc¬ 
tion plant accounts. 
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Q. But they have been reclassified into the intangible 
account, is that correct? A. In the company’s proposed 
reclassification they have reclassified them as intangibles. 

Q. Have you ever seen the fishways there? A. I be¬ 
lieve I saw the Lancaster side on a visit to Holtwood. 

Q. Did you see the other side? A. No, I never was 
on the other side of the river. 

Q. Do you think you would recognize the fishway on 
the other side if you saw it? A. I have seen pictures of 
it. I believe I would. 

• • • 

[9665] Q. Did you consider in arriving at your determina¬ 
tion, Mr. Newlands, Part 35 of Exhibit 27, which is the 
Court order of the case of Commonwealth of Pennsylvania 
v. McCall Ferry Power Company? 

Mb. Goldberg: What determination is that? 

Mr. King: Determination we are discussing con¬ 
cerning the fishways, that it was tangible property. 

The Witness: Yes, I considered that because the com¬ 
pany called it to my attention. 

By Mr. King : 

Q. Did you consider that before or after you arrived 
at your conclusions and determinations as to this item in 
Exhibit 51? A. Before. 

Q. And arrived at your conclusions with knowledge of 

that order and the contents of that order? 

• • • 

[9666] Q. You have already testified, have you not, that 
you made all of the determinations in connection with Ex¬ 
hibit 51 and received detailed help only from the account¬ 
ants who worked under your direction? A. That is right. 

• • • 

[9672] Q. Mr. Newlands, assume that there is an agree¬ 
ment between Safe Harbor Water Power Corporation and 
the Board of Fish Commissioners in the Commonwealth of 
Pennsylvania providing that Safe Harbor Water Power 
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Corporation shall pay the Board of Fish Commissioners of 
the Commonwealth of Pennsylvania $4,000 a year in lien of 
the construction of fishways. Would that fact have any 
bearing in your opinion in connection with your treatment 

of the item of fishways in Penn Water? 

• • • 

[9673] The Witness: That hypothetical assumption will 

not change my determination. 

• • • 

[9674] By Mr. King: 

Q. Before the completion of Exhibit 51, or since that 
date, did you have any information, either oral or written, 
which would indicate to you that Safe Harbor Water Power 
Corporation does pay the Board of Fish Commissioners of 
the Commonwealth of Pennsylvania $4,000 annually in lieu 
of construction of fishways? A. Only what I have been 
told by the company. 

Q. What were you told by the company? A. I was 
told that Safe Harbor was making a payment to the Penn¬ 
sylvania Commission. 

Q. When were you told that? A. Probably in the 
latter part of 1945. 

Q. Is that before or after you completed Exhibit 51? 
A. That was before the completion of Exhibit 51. 

Q. Mr. Newlands, assume Penn Water had not con¬ 
structed [9675] the fishways but was making, in lieu thereof, 
an annual payment to the Board of Fish Commissioners of 
the Commonwealth of Pennsylvania. Should that payment 
be treated as an operating expense ? A. I think it should 
be. 

Q. Mr. Newlands, I show you a document entitled 
‘‘Agreement Between the Susequehanna Power Company, 
Philadelphia Electric Power Company, and the Conserva¬ 
tion Department of Maryland, Board of Public Works of 
the State of Maryland, and Board of Fish Commissioners 
of the Commonwealth of Pennsylvania for Fish Stocking at 
Conowingo Pool,” dated August 1, 1929. 
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I ask you to examine that and tell me whether you have 
ever seen that agreement or a copy of it before. A. No, 

I have never seen this agreement. 

* • * 

[9676] Q. Did anyone tell you—any representative of the 
company—that the so-called Conowingo Company paid 
$8,000 a year annually to the Board of Fish Commissioners 
of the Commonwealth of Pennsylvania and the Conserva¬ 
tion Department of Maryland in lieu of the construction of 
fishways at Conowingo Dam? A. No one told me the 
exact amount of the payment being made. I have a recol¬ 
lection that at the time I was told of the Safe Harbor pay¬ 
ment it was mentioned that Conowingo made a similar pay¬ 
ment. 

Q. Were you told that those payments were treated 
as operating expenses by those two companies, namely, Safe 
Harbor and the so-called Conowingo Company? A. No, 
I don’t believe I was. 

• • • 

[9677] Q. Now, Mr. Newlands, if you knew about the exist¬ 
ence of the payments made by Safe Harbor and the Cono¬ 
wingo Company to the representatives of the State of 
Pennsylvania and Maryland, why didn’t you ascertain the 
facts concerning those payments before you completed your 
Exhibit 51 and made your determinations as to fishways? 
A. Because in my opinion the payment of those amounts 
had no bearing on the determination of whether the fish¬ 
ways should be classified as an intangible or as tangible 
property. 

Q. So then you did take the facts as to the existence of 
these payments into account in your determination as to 

fishways in Exhibit 51? A. That is right. 

• • • 

[9680] Q. Will you refer to page 60 of the Schedules in 
Exhibit 51, Mr. Newlands? A. Yes, sir. 

Q. Do you have that page before you? A. Yes, I 
have. 
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Q. Do you not state there, Mr. Newlands, that the ex¬ 
penses listed on that page were all incurred by Pennsyl¬ 
vania Water and Power Company in connection with the 
negotiation of a contract with the Conowingo Company cov¬ 
ering annual compensation to be paid Penn Water for loss 
of energy output and demand value due to the erection of a 
dam at Conowingo? A. That is right. 

Q. Did you have any expert assistance, legal or other¬ 
wise, in connection with your making the determination or 
statement I have just referred to on page 60 of Exhibit 51 ? 
A. No, that is my own statement. 

Q. In making that statement, Mr. Newlands, did you 
know as a matter of fact—strike that, please. 

In making that statement, Mr. Newlands, did you take 
into consideration the bill of complaint filed by Pennsyl¬ 
vania Water and Power Company against Susquehanna 
Power Company in the U. S. Court for the District of 
Maryland, the answer of the Susquehanna Power Company 
in that same proceeding, the petition of the parties to the 
Court in that proceeding requesting ratification of an agree¬ 
ment of settlement, and [9681] the agreement of February 
20, 1926 between the parties, also filed in the proceeding in 
the District Court? 

• • • 

The Witness: Is the agreement of February 20, 1926, 
the one which settled the controversy? Is that the final 
agreement determining the amount of the backwater pay¬ 
ments ? 

By Mb. King : 

Q. I think you may characterize it that way. A. I 
have read that agreement. I have not read the other items 
you mentioned. Of course I secured information from the 
company as to what these expenses were and what they 
were for. 

Q. From whom did you secure that information? A. 
From Mr. WetzeL 
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Q. Did you know, Mr. Newlands, prior to completing 
Exhibit 51, of the existence of the suit that I have just re¬ 
ferred to in the District Court for the District of Mary¬ 
land? A. Yes. The agreement which settled the con¬ 
troversy refers to the suit. 

Q. Despite that fact you did not make any investiga¬ 
tion in connection with that suit. Is that correct! A. I 
did not read the suit itself or the briefs filed. I did ask 
Mr. Wetzel for further information concerning the contro¬ 
versy. 

• • • 

[9682] Q. Mr. Newlands, did you take legal advice in con¬ 
nection with your decision that it was unnecessary to ex¬ 
amine the documents which I have heretofore referred to 
in the suit in the District Court for the District of Mary¬ 
land? A. No, I did not. 

Q. You determined individually that that was not neces¬ 
sary. Is that correct? A. I determined that from the 
facts I had studied, the information which had been given 
me by the company and the agreement I read that I had 
the facts necessary to make the determination I did- 

Q. And you came to that determination without look¬ 
ing at any of the documents in that suit except the agree¬ 
ment you just mentioned. A. That is right. 

Q. Mr. Newlands, I show yon certified copy of the peti¬ 
tion of the Pennsylvania Water and Power Company 
against [9683] the Susquehanna Power Company in equity 
filed in the U. S. District Court in the District of Maryland. 
I ask you whether you have ever seen that document or a 
copy of it before? A. No, I have not seen this document 
before. 

• • • 

Q. Mr. Newlands, I show you certified copy of the an¬ 
swer of the Susquehanna Power Company to the petitioner 
bill of complaint identified as Exhibit 232, filed in the Dis¬ 
trict Court of the U. S. for the District of Maryland in 
equity and ask you if you have ever seen that document, or a 
copy of it? A. No, I have not seen it. 
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[9684] By Mb. King: 

Q. Mr. Newlands, I show you certified copy of a docu¬ 
ment entitled 4 4 In the United States District Court for the 
District of Maryland, Pennsylvania Water and Power Com¬ 
pany vs. Susquehanna Power Company in equity,” which 
is a petition of the Pennsylvania Water and Power Com¬ 
pany and the Susquehanna Power Company for Court ap¬ 
proval of settlement of the litigation, and ask you if you 
have ever seen that document or a copy of it any place? 
A. No, I have not. 

• • • 

[9685] By Mr. King: 

Q. Mr. Newlands, I show you a document entitled, “In 
the United States District Court for the District of Mary¬ 
land, Pennsylvania Water and Power Company vs. Sus¬ 
quehanna Power Company, in equity,” and entitled also 
“Exhibit Agreement.” 

This document has been certified and referred to the 
District Court. I ask you if you have ever seen that docu¬ 
ment or a copy of it at any time before? A. Yes, I have 
seen that. 

• • • 

By Mr. King: 

Q. Mr. Newlands, what did Mr. Wetzel tell you in con¬ 
nection with the suit in the District Court for the District 
of [9686] Maryland? A. He told me that a suit had 
been instituted to determine the rights of the respective 
parties. 

Q. To what? A. As regards the riparian rights 
existing below the tailrace of Penn Water and as to the 
right of the Conowingo Companies to build a dam at Cono- 
wingo which would flow back over Penn Water’s tailrace. 

He also told me the nature of the charges made to 
the lower development account on the books, Job C-283-8, 
and the nature of the engineers’ services charged thereto. 
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[9688] By Mb. King: 

Q. Will you turn to page 38 of Exhibit 51, Mr. New- 
lands? A. That is the text? 

Q. Of the text, yes. 

Who determined the so-called suspension period re¬ 
ferred to by you on page 38 of Exhibit 51 which you recom¬ 
mend be eliminated from the construction period? A. 
I did. 

[9689] Q. What facts did you take into consideration in 
connection with making that determination? A. The ac¬ 
tual facts of what occurred during that period. 

Q. Did anybody else in the Staff furnish you any help 
in connection with the determination of that question? 
A. They- 

Q. Namely, the period of cessation. A. Other mem¬ 
bers of the Staff assisting me secured information which 
I could use in determining the period of cessation. 

Q. To whom are you referring when you say “ Other 
members of the Staff”—the accountants whom you di¬ 
rected? A. The accountants working for me. 

Q. Did you receive any assistance in making your de¬ 
termination in connection with this matter that we are 
directing our attention to from Mr. Howell? A. No. 

Q. Did you secure any assistance from any of the 
engineers on the Commission Staff? A. No. 

Q. Mr. Newlands, I now refer you to that portion of 
page 38 of Exhibit 51, which reads as follows: 

“Interest during construction is an allowable ad¬ 
dition to plant cost only during the period which con¬ 
tributes to the [9690] completion of the project through 

unretarded construction activity.” 

Is that your definition? A. That is my statement. 

Q. Did you have any help in formulating that state¬ 
ment or definition? A. No, that is my own statement. 

Q. What is your standard in determining whether or 
not there is unretarded construction activity? Is it the 
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number of men, the amount of concrete poured, the amount 
of excavation, the dollars spent, or what? A. All of the 
activities must be taken into consideration. You cannot 
exclude any. 

Q. Did you take all of the activities into consideration? 
A. I did so far as I knew them. 

Q. Have you ever applied your definition or statement 
to which I just referred in any other case? A. No, I 
have not. 

• • • 

[9691] Q. Is this the first time you ever considered that 
definition or statement, Mr. Newlands? A. No, it is not 
the first time I have considered it. It is the first time I 
have written one out and put it in a report. 

Q. What was the occasion of your prior consideration 
of that statement or definition? A. Reading other deci¬ 
sions of the Commission. 

Q. Can you give me the names of any of the decisions 
where you got this statement or definition? A. No, I 
cannot. 

• • • 

By Mr. King: 

Q. So that as I understand it, Mr. Newlands, you con¬ 
sidered all of the facts that you could find of an engineer¬ 
ing nature as well as any other kind in arriving at your 
definition. A. That is right. 

Q. You are not a graduate engineer, are you, Mr. 
Newlands? A. No, I am not. 

[9692] Q. Have you ever had any engineer experience? 
A. No, I have not. 

Q. Why did you conclude that it was unnecessary for 
you to take engineering advice in that connection? A. 
Because the matter was so obvious. It was not necessary 
to have engineering advice. 

Q. What do you mean by “so obvious”? A. I mean 
that nobody could reasonably determine that the construe- 
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tion period continued after November 1, 1907, in the face 
of the facts as we know them. 

Q. Did you make a study in that connection to deter¬ 
mine the amount and scope of work done during your so- 
called period of suspension or cessation? 

• • • 

The Witness: Yes, I examined all the information 
that was available, or which the company turned over to 
us regarding the activity during that period. As a matter 
of fact, I requested Mr. Chase to furnish us with a list of 
the work done during that period. 

By Mr. King: 

Q. Did he do so? A. He said he didn’t have any. 

Q. Mr. Newlands, will you give us the duration of your 
so-called period of cessation? [9693] A. It extends 
from November 1, 1907, to September 1, 1909. 

Q. By unretarded construction activity do you mean 
that in your opinion no construction went on during that 
period? A. No, that is not so and that is not what I 
said. 

Q. Then you ascertained that some construction work 
did go on during that period? A. That is right. 

Q. Did that construction work in your opinion con¬ 
tribute to the completion of the project? A. It con¬ 
tributed to the completion of the project, but it did not 
decrease the length of time necessary to complete the 
project when it was finally reopened. 

Q. Did you make a study to determine how that ac¬ 
tivity could have fitted in with the other work? A. I 
know that the activity was fitted in with the other work 
during 1906 and 1907, and I know that it was planned that 
it would be fitted in with the other work during November 
and December, 1907, if the work hadn’t stopped. 

Q. Do you know, Mr. Newlands, how much concrete 
was poured between November, 1907 and September, 1909 
on the skimmer wall connecting bulkhead and powerhouse 
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substructure? A. No, I don’t have the exact amount of 
concrete poured. I considered I had enough information 
with the information I had been able to find. 

[9694] Q. Did you have an approximate amount of con¬ 
crete poured during that period? A. No, I don’t believe 
I had. 

Q. Did you consider that was unnecessary for your 
determination ? A. I considered I had enough facts with¬ 
out that. 

• * • 

The Witness: I considered that it was unnecessary to 
determine the exact amount of concrete poured in the face 
of the other facts which I had discovered. 

By Mr. King: 

Q. What were those other facts to which you refer? 
A. A general description of the work going on during that 
period. 

Q. What is that general description? Where did you . 
get it from? A. Part of it came from Mr. Goodwin’s 
construction diary, I believe. A large part of it came from 
letters that are in the records, or letters I found in the 
fifteen filing cabinets. Also part of it came from an exam¬ 
ination of the [9695] construction accounts themselves, the 
accounting records. 

Q. All right. 

What did they show to you? What did those docu¬ 
ments indicate to you? A. They indicated the amount 
of construction work going on during that period was rela¬ 
tively small. 

Q. Did Goodwin’s diary end in January, 1908? A. 

It may have, yes, but there were letters which continued 
after that date. 

Q. Letters in the fifteen filing cases? A. That is 
right. 

• • • 

The Witness: Goodwin’s diary stopped in January, 
1908. That probably was the reason Mr. Chase said he 
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was unable to tell me what construction work was going 
on during the period of cessation. 

By Mr. King: 

Q. That is pure speculation on your part? A. Yes, 
that is pure speculation. 

Q. Will you please tell me what the facts were you 
were able to develop to indicate to you what went on dur¬ 
ing that period where you could make no determination? 
[9696] A. Are you asking me now what went on during the 
period? Is that it? 

Q. That is correct, which enabled you to make your 
determination. A. Well, I determined that as of Novem¬ 
ber 1- 

Q. What year? A. 1907—work had ceased on all the 
machinery contracts. As a matter of fact, there is a letter 
which indicates I. P. Morris was notified on October 24, 
1907, to stop work on the machinery contract. 

Q. What else ? A. I also had a record of the amount 
of work done during the first 22 days of November, and a 
letter which indicated that I believe 620 cubic yards of 
concrete were poured during that period to complete vari¬ 
ous uncompleted concrete structures and to make the plant 
safe for suspension in the case of this extended cessation. 

I also determined that some time in April a decision 
was made to continue with the tailrace work with the small 
amount of money which was available to the company, there 
not being enough to reopen the project entirely. I deter¬ 
mined that some time in May work actually started, that 
is on tailrace excavation. I don’t believe I mentioned the 
fact it was decided to do the tailrace excavation or com¬ 
plete it so far as possible. 

[9697] The preliminary work on that may have started in 
April, that is getting the plant ready for operation, but 
the work actually didn’t start until May, and I believe 
excavation itself did not start until June, but I am not 
certain of that. 
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There was a relatively small amount of work done 
during May and June. During two or three of the later 
months the payroll amounted to around $25,000 to $30,000. 

Q. That is work on the tailrace you are now discuss¬ 
ing? A. Yes, I am still discussing the work on the tail- 
race. 

During October the work was completed and I believe 
Mr. Hutchinson reported to the board of directors that it 
w’as complete as of October 15, 1908. That is a summary 
of the work done during that period that I discussed. 

Q. Does that include all the facts which you had in 
your mind when you made your determination? A. No, 
it does not. As a matter of fact, just now I recall that in 
connection with that tailrace work I think they added some¬ 
thing to the height of the wing wall. 

Q. You knew that, did you? A. That is right. And 
I believe they may have done something on the connecting 
bulkhead and on the deflection wall. 

[9698] Q. Were you able to determine what that was? 
A. I was able to determine that it seemed to be more or 
less incidental work. 

Q. How were you able to determine that? A. One 
of the letters indicated that because of floods the personnel 
had not been able to get at the excavation and during the 
intervening period they did this other work in order to 
keep the personnel busy. 

Q. Did you make any investigation to determine the 
nature of the work done during that period other than 
what you have already indicated? A. Well, I previously 
said I examined all the correspondence, whatever construc¬ 
tion diaries were available, and the accounting records. 
There was no other information available that I know of. 
If there had been Mr. Chase should have furnished it to me 
in response to my request. 

Q. The information was all available to you in the 
15 filing cases and the other material which was located 
at the company’s office, isn’t that correct? 
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[9699] The Witness: When I had exhausted all the meth¬ 
ods which I knew of for determining what went on during 
that cessation period I asked Mr. Chase for information. 
In response to that request the Company is under an obli¬ 
gation to furnish any information they have. It is not an 
obligation on the part of the Examiner to continue his in¬ 
vestigation after that point. 

By Mr. King : 

Q. The obligation you refer to is created solely in your 
opinion, isn’t that correct? A. It is created by law. 

Q. Where is it created by law? A. Either the sys¬ 
tem of accounts or the Federal [9700] Power Act states that 
the company must prove all of their contentions. 

Mr. King: May I have that read back, please? 

(Answer read.) 

By Mr. King: 

Q. What do you understand the words “prove all their 
contentions” to mean, Mr. Newlands? A. They must 
submit evidence to prove any fact which the Examiner has 
thrown out or disallowed or stated that he has not sufficient 
information on to allow as part of the original cost. 

Q. In view of that understanding, in view of your un¬ 
derstanding of what the Federal Power Commission Act 
means you arrived at the conclusion that it required Mr. 
Chase to furnish you with a list of material which you re¬ 
quested. Is that right? A. That is correct. 

Q. Do you know whether the preliminary work to which 
you have just referred in the tailrace was done as a result 
of the so-called cessation? A. That would be the assump¬ 
tion, yes. 

Q. That would be the assumption you made? A. 
That would be the assumption that anyone would make. 

Q. I am not asking you about anyone, Mr. Newlands. 
[9701] I am asking if that is the assumption you made. 
A. That is an assumption that I made, yes. 
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Q. Does that answer mean that you made no investiga¬ 
tion? A. No, it doesn’t mean that. I have already de¬ 
scribed I examined everything that I knew of which would 
disclose the facts regarding that period. 

Q. Why did you have to make an assumption as to the 
question I asked you a moment ago? A. Because the 
day-by-day work was not described anyw’here. There was 
no construction diary, and in any case, even if the con¬ 
struction diary were kept, it might not say, probably 
wouldn’t say, w’hether that work was done because of the 
cessation. 

Q. I believe you testified yesterday that you did not 
examine all of the material in the way of correspondence in 
the 15 filing cases. A. That is right. 

Q. Then how did you assure yourself that you had 
made an adequate investigation in connection with the facts 
concerning the cessation period? A. Because I exam¬ 
ined all the files which I thought would throw light on the 
subject. 

Q. How did you determine which files would throw light 
on the subject if you didn’t examine them? 

[9702] Me. Goldberg : Mr. Examiner, I object to that. We 

went over that yesterday afternoon. 

Trial Examiner: I will permit it if he doesn’t go 

too far. 

The Witness: By an examination of the index for one 
thing, and by- 

By Mr. King : 

Q. What else? A. And by the fact that there were 
several series of those files and I called for all the series 
which I thought would contain any information on it. There 
was one series for McCall Ferry Power Company, for in¬ 
stance. I called for every file in that series. There was one 
series of files for Pennsylvania Water and Power Com¬ 
pany. I called for every file in that group. 
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There was another series of files for J. E. Aldred, Re¬ 
ceiver. I called for every file in that series. 

There was another series of files for Susquehanna 
Contracting Company. I called for every file in that series. 

I also called for another set of files* There was an¬ 
other set of files which was classified by the company’s 
present system of accounts, that is, there would be a file for 
work on dashboards, work on tailrace excavation, work on 
generators, transformers and so forth. I called for the 
[9703] files in that series which had reference to tailrace 
work. 

Q. Did you read all of the contents of the files- 

Strike that, please. Were you given the files in re¬ 
sponse to your request? A. So far as I know if any were 
held out I don’t know, unless they were at the end of the 
series. In other words, if I had called for all of the files 
on tailrace excavation and the numbers went up to 12, I 
have no means of knowing whether there were any further 
files after that series. 

Q. Are you saying that the company withheld files 
from you? A. No, I am not. I am merely saying I don’t 
know. In that case I practically always called for the next 
succeeding number or two to make sure that I had them 
all and received complaints that I was asking for files which 
were not in the files. 

Q. That would indicate to you, would it not, that the 
company had given you all the material they had? A. 
Yes, that would indicate that to me. 

Q. Did you read all of the contents of the files which 
were given you? A. I didn’t read every letter. I scanned 
every letter to determine the contents of it. 

Q. And you believed that you had sufficient engineering 
[9704] ability to scan a letter and determine the amount of 
work done during that period. Is that correct? A. I 
had sufficient knowledge about construction activities. 

Q. You thought you did? A. Yes. 
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Q. Where did you get that knowledge? A. In my 
work as an accountant. 

Q. Since you have been with the Federal Power Com¬ 
mission? A. And prior. 

Q. Give us what that experience was, please. A. A 
great many of the jobs that I was on prior to coming with 
the Federal Power Commission were concerned with con¬ 
struction activities for plants being built by companies- 

Q. Hydroelectric plants? A. None of them were hy¬ 
droelectric plants, no. Since coming with the Commission, 
of course, practically all of my work has been in connec¬ 
tion with construction and plant accounts. 

• • • 

By Mr. King: 

Q. Did you ever have any responsibility, Mr. New¬ 
lands, [9705] for any decision which involved spending as 
much as $1 in connection with construction? A. Do you 
mean have I ever authorized the expenditure of any 
amounts for construction? 

Q. That is not the question. 

• • • 

The Witness: I don’t understand the question. My 
question was put to determine what was wanted. 

By Mr. King : 

Q. You do not understand that question? A. That 
is right. 

Q. Did you ever have any occasion to make any engi¬ 
neering determinations which involved the expenditure of 
as much as $1 for construction activity? A. I never had 
to make any engineering determinations involving payment 
of any amount for construction [9706] activities. 

Q. Mr. Newlands, did you ever make a decision in con¬ 
nection with construction the result of which was to author¬ 
ize the expenditure of any money for construction activiti- 
ties? A. No, I did not. 
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Q. Do you consider yourself competent to make a de¬ 
cision at this time with relation to the expenditure of money 
for construction, which decision involves engineering de¬ 
terminations? A. May I have that question, please? 

(Question read.) 

The Witness: It would depend on the extent of the 
engineering determinations. If they were relatively slight 
the answer would be yes. If they were complicated the an¬ 
swer would be no. 

By Mr. King : 

Q. Can you give me what you mean by “relatively 
slight”? A. Well, if it was a question of whether a fence 
should be built around a piece of property I think I would 
be able to determine that that expenditure should or should 
not be made. 

Q. What sort of property and what would the fence be 
for which you had in mind? [9707] A. It could be any 
sort of industrial plant, and the purpose of the fence de¬ 
pends on any hypothetical situation which might arise. 

Q. Give me an example which you have in mind? A. 
As a purely hypothetical illustration, an industrial plant 
without a fence around its property might have been both¬ 
ered by the neighborhood children overrunning the prop¬ 
erty and they determined to build a fence. 

Q. Do you think that involves- 

Mr. Goldberg: Let him finish. 

By Mr. King: 

Q. Had you finished? A. I think I would be able to 
determine a fence should be required there. 

Q. In that hypothetical situation is there any engineer¬ 
ing knowledge necessary? A. There might be. 

Q. What is the nature of it? A. The type of fence 
to put up? 
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Q. Can you think of any more hypothetical situations 
which might illustrate your position? [9708] A. Not 
offhand. 

Q. During the so-called period of cessation do you know 
how much concrete was poured on the superstructure and 
intake arches? A. I don’t have the exact quantities, no. 

Q. Can you give us approximate quantities? 

• • • 

By Mb. King : 

Q. Had you finished the answer? A. I knew that a 
slight amount had been poured, but I didn’t know the exact 
amount. 

Q. What is the slight amount? A. I mean by that 

that no important part of the structure was completed. 

• • • 

[9710] Q. Do you know during the so-called period of cessa¬ 
tion whether forms were stripped from all completed con¬ 
crete work? A. I know forms were stripped from the 
concrete work. I have not seen anything that said all of 
them were stripped. But I would assume that was a fact 
unless they didn’t want to use the forms any more. 

Q. Did you examine the photographs in the possession 
of the company in connection with this matter? A. I ex¬ 
amined quite a number of photographs which were avail¬ 
able in the 15 filing cases and other places. 

Q. You had the contents of all the 15 filing cases avail¬ 
able to you, didn’t you? A. I could have called for them 
if I had a list of files. 

Q. Didn’t Mr. Gunn tell you the contents of those fil¬ 
ing cases were available to you and you could use them 
whenever you wanted? A. That is right, and I tried to 
use them. 

Q. Do you know during the so-called period of cessa¬ 
tion whether roof tile was unloaded on the project? 
[9711] A. Yes, I know that. 

Q. Do you know how many cars were unloaded during 
that period? A. I believe it was ten. 
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Q. Do you think that is a necessary part of the cost 
of construction? A. Unloading roof tiles? 

Q. Yes. A. Yes, and I believe it is in the construc¬ 
tion costs. 

Mr. Goldberg : Let me understand that, please. By 

that last answer you meant you had not disallowed it? 

The Witness: That is right. 

By Mr. King: 

Q. Didn’t you disallow the costs expended during the 
cessation period? A. No, not all of the costs. I dis¬ 
allowed only those which I considered to be overheads. 

Q. Did you disallow the so-called cessation account? 
A. Yes. 

Q. Wasn’t the cost of unloading this tile charged to 
that account? A. My recollection is that it was charged 
to the superstucture account and not to the cessation ac¬ 
count. 

Q. If you learned now that the cost of unloading those 
ten cars was charged to the cessation account would [9712] 
you allow it? A. Yes, if I had other facts to go on. 

Q. What other facts would you want? A. I would 
have to know whether the particular unloading they did dur¬ 
ing the cessation period required any further work in con¬ 
nection with distributing that tile when construction ac¬ 
tually started which would not have occurred if the cessa¬ 
tion had not taken place. 

Q. Can you ascertain those facts? A. I don’t be¬ 
lieve it can be ascertained. There is nothing I have seen 
from which that could be ascertained. 

Q. Do you know whether or not during that period 
repairs were made to cars and locomotives? A. Yes, I 
believe I have seen that to be a fact. 

Q. Do you consider the costs of those repairs necessary 
and proper costs to construction? A. If the repairs were 
necessary to put the locomotives in efficient operating con- 
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dition for future work I would consider them as a proper 
part of plant costs. 

Q. Did you make that determination—strike that. 

Did you make a determination to ascertain whether 
that is true in this case or not? A. So far as I know 
there was not sufficient information available to determine 
exactly the nature of the repairs being done. 

[9713] Q. Mr. Newlands, did you consider that there was 
some more work to be done at the project after these re¬ 
pairs had been made? A. I don’t understand that ques¬ 
tion. 

Q. I say, did you make an investigation to determine 
whether or not there was more work necessary to be done 
at the project after the time when repairs were made to 
the cars and locomotives? A. I determined that the 
project was not complete at the time those repairs were 
made and that further construction would be necessary to 
complete it. I believe that is what you are asking me. 

Q, That is correct. Do you know whether these cars 
and locomotives were used after the date of these repairs 
on the project? A. I believe that some of them were. 
I don’t have any knowledge that all of them were. I be¬ 
lieve there was more than one locomotive involved. 

[9714] Q. Did you make an investigation to determine 
whether all of them were subsequently used? A. No, 
and it was impossible to determine that so far as I know 
from information available to me, and it was impossible to 
determine whether the locomotives repaired were the ones 
which were used. 

• • • 


Q. Then, as I understand it, Mr. Newlands, you knew 
that repairs had been made to cars and locomotives. Is 
that correct? A. Yes. 

Q. And you knew that at least some of them were used 
for subsequent work. Isn’t that correct? 
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[9715] Q. Why, under that set of facts, did yon assume 
that the costs of those repairs were improper? A. I 
have not made any such assumption. 

Q. You disallowed the cost, didn’t you, or recom¬ 
mended it for disallowance? A. Not that I know of. 

Q. Do you know whether those costs were charged to 
the cessation account? A. There is nothing to indicate 
the exact nature of the charges to the cessation account. 
Charges from the payroll were made to the cessation ac¬ 
count, but I could not find any distribution of the workmens’ 
time to find the exact nature of those charges. I assumed 
that because of the name of the account, which would be a 
proper accounting assumption, that the items charged to 
that account represented expenses incurred because of the 
cessation. 

Q. Have you recommended for elimination any other 
costs on the assumptions you have just described? A. 
That assumption is related solely to cessation account. 

Q. All right. Let’s limit my question to costs during 
the cessation account. A. The assumption that I gave 
in my previous answer related only to my previous dis¬ 
allowances in the cessation account. They referred to no 
other disallowances. 

[9716] Q. Is that the sole basis you had for disallowing 
the cost in the cessation account? A. No. For instance 
the company had tool and construction accounts. 

Q. What is that ? A. Had construction tool accounts 
under its regular plant construction accounts. A sub¬ 
account under that provided for repairs, and it would be 
my assumption, and any accountant’s assumption, that if 
repairs were made which contributed to the completion 
of the plant they would have been charged to that account. 

Q. That is the basis upon which you proceeded, is that 
correct? 

• • • 

The Witness: That is where they were charged while 
the construction was proceeding. 
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By Mr. King : 

Q. That is the basis upon which you proceeded. Is 
that correct? A. That is one basis. 

Q. All right. Give me any others. A. Also to make 
certain that I gave a generous allowance to the company 
for any construction costs or repair work during the cessa¬ 
tion period I allowed the entire expenses [9717] of the 
local hydraulic department, including all foremen and 
clerks. There must have been perhaps fifty men involved 
during the months of November, December, January—No¬ 
vember and December, 1907, and January, February and 
March and April of 1908. 

Q. Are you finished? A. That is right. 

Q. Is the fact you made a generous allowance in one 
place a basis for recommending elimination of proper costs 
in another place ? A. That is not what I said. 

Q. Will you answer my question? 

The Witness: Will you read the question? 

(Question read.) 

The Witness: No, because I knew of no proper costs 
that had been eliminated any place. I merely made a gen¬ 
erous allowance to cover any possible contingency. I knew 
it was impossible for me to determine everything that had 
happened during that period, and I wished to be generous 
to the company. 

By Mr. King: 

Q. What is your idea of being generous to the com¬ 
pany? A. Making certain that I did not disallow any 
costs which were pure construction costs during that period. 
[9718] Q. And it was solely by the use of your accounting 
experience and background that you made certain that you 
had not disallowed any amounts you just referred to in 
the preceding answer? A. No, it was based on my ex¬ 
amination of the facts so far as I could discover them. 

Q. As an accountant. A. In any capacity. 

Q. Did you examine the books of the company in any 
other capacity than as an accountant? A. No, I exam- 
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ined them in my capacity as an accountant to obtain an 
accounting determination. 

Q. Did you make any determination to ascertain 
whether the tailrace excavation was resumed in the middle 
of April, 1908, continued to October, 1908, and that during 
this period the rock-filled ramp was constructed? A. 
Well, I previously described the work done on the tailrace 
excavation. 

Q. You mean the work you understood was done in 
the tailrace excavation. Is that right? A. I believe I 
did find a reference to the fact that the rock ramp was 
constructed during that period. As a matter of fact, I 
think they used material from the tailrace to construct it. 
They had to deposit the material some place. The ramp 
was a good place to deposit it since they needed it. 

[9719] Q. Wouldn’t that work require the use of those 
cars and locomotives we used a little while ago? A. It 
would require the use of some of them. I don’t know how 
many. 

Q. Do you know whether it would require the work of 
all of them or some of them? 

• • • 

The Witness: No, there was no information available 
to me which would show how many were required or how 
many were used. 

By Me. King: 

Q. From the engineering knowledge which you have 
stated you possessed couldn’t you have determined that? 
A. No, I don’t believe anyone could determine it. You 
would have to have far more facts to determine that than 
those available to me. Even an engineer couldn’t deter¬ 
mine it from the facts I had. 

Q. Do you know how many yards of rock were re¬ 
moved? A. No, but in addition to that you would have 
to know the period over which they were removed. You 
would have to know how much went into the ramp. 
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Q. Don’t you know that period? A. No, not exactly. 

Q. What do you mean by “not exactly”? [9720] A. 
You would have to determine how many days the excava¬ 
tion actually took. 

Q. Couldn’t you determine that? A. Not from the 
information available to me. 

Q. Did you ask anybody in the company for that in¬ 
formation? A. I asked Mr. Chase for all information 
available as to what was going on during that period. 

Q. Did you ask him to make that determination for 
you? A. That determination you just spoke of, how 
much rock was removed? 

Q. That is right. A. No, I asked him a general 
question for all information concerning that period. 

Q. Do you know whether the information Mr. Chase 
gave you showed how much rock was removed? A. Mr. 
Chase did not give me any information in answer to my 
question. The other information I secured was informa¬ 
tion that I had secured from the files and by requesting 
certain documents like the construction diary and the 
letters and so forth. 

Q. Did that information furnish you with enough ma¬ 
terial to make that determination we have been discussing? 
A. As I recall it it did not. 

Q. Why didn’t you ask some of the company engineers 
[9721] to make that determination for you? Did you think 
it was immaterial? A. Mr. Chase is a company engineer. 

Q. You just said you did not ask him to make that 
specific determination. You just asked him for general 
information. Now I am asking you why you didn’t ask 
him to make that specific determination for you? A. 
Because I expected Mr. Chase to produce all the facts 
which he considered necessary for me to review in order 
to determine what was going on during the cessation period. 
It was not my responsibility to point out to him exactly 
what information he should furnish to me. When I asked 
for information I meant all information. 
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Q. Were you ever refused any specific request for in¬ 
formation which you made to the company at any time? 
A. There has never been a specific denial of information. 
There is a great deal of information which I never re¬ 
ceived. 

Q. Why didn’t you receive it? Because you didn’t ask 
for it? A. I asked for it but it was never given to me. 
Sometimes I asked repeatedly. 

Q. In what instances? A. Promotion expense ac¬ 
count, for instance, flowage basin account. 

[9722] Q. What were you told concerning your request in 
connection with promotion expense? A. I was told they 
didn’t know exactly what was in that account. 

Q. Do you consider that a refusal to produce informa¬ 
tion? A. It is not a refusal to produce information but 
I don’t know whether the company has exhausted all its 
efforts to find the information. They told me there was 
additional material located in the test laboratory in High- 
landtown. To my knowledge they never went over there 
to get this additional information on the promotion ac¬ 
count, if it existed. 

Q. Did you go there? A. No, I did not. I considered 
when I made the request of the company my responsibility 
in that regard was ended. 

Q. You considered it was perfectly all right for you to 
make a determination, even though you knew there were 
facts not in your possession? 

• • • 

[9723] The Witness : I did not state I knew of the existence 
of any further facts. I stated that I knew there was cer¬ 
tain material filed. I don’t know the nature of them. They 
were filed in Highlandtown in a test laboratory. They 
may have included additional facts. To my knowledge 
they were not investigated by the company to ascertain 
whether the promotion expense account, which happened 
to be the one we are talking about, whether there was any 



1412 


John M. Newlands, Cross 


additional information in there which would reveal the 
nature of the promotion expense account. 

By Mr. King: 

Q. We are talking about the rockfill now. A. The 
last thing we were talking about was promotion expense 
account. 

Q. My question related to whether or not you knew 
there was any information in those files about which you 
have just spoken which you did not determine which re¬ 
lated to the rockfill in the ramp. A. I did not know 
whether there was any information in those records or not. 

Q. You stated you did not ask any of the company 
engineers to make the specific determination as to the 
amount of rock removed. That is correct, isn’t it? A. 
That is right. 

[9724] Q. Did you ask any of the Power Commission Staff 
engineers to make that determination for you? A. No, I 
didn’t consider it necessary. 

Q. You knew, did you not, that Mr. Howell had made 
a rather detailed investigation in connection with the facts 
surrounding the excavation in the tailrace? A. No, I 
did not. 

Q. You did not know that? A. I knew that he had 
done some work on it. I don’t know how detailed his in¬ 
vestigation was. I never discussed with him exactly what 
he did in that regard. 

Q. Mr. Newlands, do you know whether there was any 
equipment removed from the tailrace, that is construction 
equipment, in 1907 ? A. At what time in 1907 ? 

Q. Any time during the year 1907? A. Yes, there 
might have been two periods when equipment was removed 
—at the end of the work done by the subcontractor, after 
he had been flooded out, the equipment may have been 
moved at that time, probably was. Again after the work 
which the company had done during the spring and early 
summer of 1907, equipment probably was removed at that 
time. 
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Q. Had that removal anything to do with the cessation 
period? 

[9725] Do you understand that question? A. I was try¬ 
ing to determine exactly what you meant. 

Q. I will clear it up for you. What I meant was—did 
in your opinion the cessation period cause the removal of 
the equipment in the two instances you have cited? A. 
No. 

Q. Mr. Newlands, now do you know whether or not the 
northern part of the deflection wall was completed from 
elevation 115 to approximately elevation 128 and the south¬ 
ern end was completed to the full height to elevation 151 
in 1908? A. I knew that the deflection wall had been 
raised. I did not know the exact height to which it had 
been raised. I believe I did know that the southern sec¬ 
tion was completed. I don’t remember knowing the exact 
height to which the northern section was raised. 

Q. Did you make any investigation to determine that 
fact? A. I examined all the records which had been 
available to me. So far as I knew there were no records 
which disclosed it. If there had been they should have been 
given to me in response to my request of Mr. Chase. 

Q. Did you make any specific request for this particu¬ 
lar information from any of the engineers of the company 
while you were conducting your investigation ? [9726] 

A. None other than the general request which I made to 
Mr. Chase for all information concerning this period. 

Q. Did you request any of the Staff engineers, and by 
Staff I mean Staff of the Federal Power Commission, to 
make that investigation for you? A. No, because I knew 
that they didn’t have any more information available to 
them than I had so far as I know. 

Q. Did you ever ask them? A. No, I never asked 
them. 

Q. Did you consider that the Staff engineers had any 
more capability in making this determination than you had? 



1414 


John M. Neivlands, Cross 


The Witness: Is your question applied only to the 
amount of work done on the deflection wall? 

By Mr. King : 

Q. For the time being, yes. A. No, I don’t think 
that an engineer would have or would be more capable of 
determining how high the deflection wall had been built if 
that fact were actually available in the records somewhere. 

Q. In other words, you don’t think the Staff engineers 
would be any more able to determine that than you. Is that 
[9727] right? A. Not that particular fact if that fact 
were available. It is just a matter of reading it. 

Q. Reading it where? Off of a drawing? A. In the 
records. 

Q. What records ? A. Any records. They might be 
correspondence records or a construction diary. 

Q. Do you consider yourself qualified to interpret a 
construction diary? A. I think so. 

Q. Do you consider yourself qualified to interpret a 
drawing? A. In some respects, not every detail. 

Q. Have you ever- A. That is I can determine 

from a drawing what the general nature of the work being 
done is, but I don’t know all the engineering details. 

Q. In what instances have you made a determination 
of a drawing? A. I secured drawings of the work done 
at the tailrace, or rather the toe of the dam, for instance. 
Mr. Wetzel also brought down some drawings showing the 
work done on some of the items which the company now is 
claiming for plant. 

Q. And you interpreted those drawings? [9728] 
A. With Mr. Wetzel’s assistance. 

Q. Is Mr. Wetzel an engineer? A. He has done 
considerable engineering work. I don’t know whether he 
holds an engineering degree. 

Q. Mr. Newlands, can you take a drawing and deter¬ 
mine from it how much work has been completed? A. 
To be more specific, if there were a drawing showing the 
heights to which the deflection wall had been completed I 
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believe I would be capable of reading that information off 
of the drawing. 

Q. Did you ever see a drawing which would enable you 
to determine how much work had been done at any particu¬ 
lar or given time? A. You mean in respect to Pennsyl¬ 
vania Water and Power Company’s plant? 

Q. Yes, or any other company so far as that is con¬ 
cerned. 

• • • 

The Witness: I have not seen any drawings which in¬ 
dicated the extent of completion of construction. As a mat¬ 
ter of fact, they usually would not indicate that. 

[9729] Q. Do you know, Mr. Newlands, whether concrete 
also was poured on the piers at the end of the ramp and 
some miscellaneous excavation was done for the fish lad¬ 
ders, powerhouse approach, railroad tunnel, and the spill¬ 
way at the shore end of the powerhouse? A. Yes, I be¬ 
lieve so. 

Q. Did you make an investigation to determine how 
much work in this connection was done? A. As I have 
said repeatedly before, I examined all of the records which 
were available to me during that period to determine ex¬ 
actly what was done and asked for further information. 

Q. Did you ask for any specific information in connec¬ 
tion with this subject matter from any of the engineers con¬ 
nected with the company? A. No, my request was a gen¬ 
eral question for all information. 

Q. Did you ask for any assistance in making your de¬ 
termination from the Staff engineer? A. As to what 
was done on this particular group of work? 

Q. Yes. A. No. 

Q. Mr. Newlands, will you turn to page 22 of Exhibit 
51? At the bottom of the page you used the words, “ Ex¬ 
cept for some excavation of the tailrace”. Is the work 
which you and [9730] I have been discussing properly in 
your opinion described by the words that I quoted to you 
from your exhibit? A. Yes, I believe so. 
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Q. Did you know, Mr. Newlands, whether or not from 
November, 1907 to October 1908, Mr. Cooper and Mr. San¬ 
derson and Mr. Porter and Mr. Hutchinson continued to 
work on drawings and completed them during that time? 
A. Are you referring to Mr. Cooper individually? 

Q. Mr. Cooper or his firm. A. That is not a fact. 
Mr. Cooper was in China during part of that period, or in 
the Orient. 

Q. You mean it is not a fact that Mr. Cooper’s firm or 
Sanderson and Porter nor Mr. Hutchinson worked on the 
drawings and completed them from November, 1907 to Oc- 
ber 1908? A. So far as I know neither Mr. Cooper nor 
Mr. Hutchinson personally worked on the drawings. I do 
know that Mr. Cooper’s New York office and his statf of 
engineers worked on drawings during that period. I also 
know that Sanderson’s and Porter’s New York offices 
worked on drawings during that period. Those costs, by 
the way, have been allowed in my determination of original 
cost. 

• • • 

[9731] By Mr. King: 

Q. Mr. Newlands, have you eliminated any amounts ex¬ 
pended for supervision over the drawings we have been 
talking about? A. I have allowed actual direct super¬ 
vision of the preparation of those drawings. It is possible 
that some of these drawings passed through Cooper’s or 
Hutchinson’s hands. I have disallowed all of Cooper’s fee 
which would be applicable to the period of cessation as 
well as all of Hutchinson’s salary applicable to the period 
of cessation. 

Q. Wasn’t all of the work of Cooper’s firm done di¬ 
rectly under his supervision? A. No, it certainly was 
not. The New York office which was drawing these plans 
was under the direct supervision of a Mr. Parsons. 

Q. Mr. Cooper was not hired to devote all of his time 
to this project, was he? A. That is right. 
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Q. Neither were Sanderson and Porter? A. That is 
right. 

Q. Now, Mr. Newlands, will you refer to page 22 of 
Exhibit 51? A. Yes, sir. 

Q. Under the subdivision 44 Suspension of Work” on 
that page you state, do you not, that on November 1, 1907 
4 4 All [9732] construction work was halted except for main¬ 
tenance and cleaning up work and placing of a small amount 
of concrete necessary to protect the existing plant.’’ Is 
that correct? A. Yes. 

Q. What do you mean by “small amount of work,” Mr. 
Newlands? A. That term is a relative term. The amount 
of work done was small in comparison with the size of the 
project and the amount of work which had been going on 
previously to November 1, 1907. 

Q. By the words 44 small amount of work” you intended 
to cover most of the items we have recently been discuss¬ 
ing. Is that correct? A. That is right. This particular 
term 44 small amount of work” refers to the concrete which 
was placed during the one or two months immediately fol¬ 
lowing November 1, not to the work which was done during 
the tailrace excavation period. 

Q. What do you mean by 4 4 necessary to protect the 
project”? A. I believed it was considered necessary at 
that time to complete any work which was in a half- 
completed stage in order that floods would not damage it, 
and I believe to bring certain of the walls up to a certain 
height for the same reason. 

[9733] Q. Was any work done of a nature that was not 
necessary to the completion of the project? A. During 
what period? 

Q. The period we have just been discussing. A. Oh, 

yes. 

Q. What? A. The work which was charged to the 
cessation account for one thing. The cost of cleaning up 
the plant did not contribute to the completion of the project. 

Q. You mean by that that you never clean up the 
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ground or machinery at all during construction? A. No. 
I mean by that that the clean-up work which was done in 
order to prepare for cessation was of tremendously greater 
extent than would have been done while construction activi¬ 
ties were in progress. 

Q. What was the type of this clean-up work which you 
referred to? A. It would be necessary to strip all of 
the forms from the concrete and store them. It would be 
necessary to provide a safe and dry place for their storage. 
It would be necessary to take all the construction tools 
which were scattered at various places on the construction 
project, bring them to one place, grease them and otherwise 
prepare them to protect them against the elements, and to 
store them in a safe place if such a safe place were available, 
or [9734] even to construct a shed if it were possible to do 
so and it were economical to do so. It would mean cleaning 
up any obstructions around the place which might make the 
company liable to other persons who happened on the 
project while the cessation was in progress if the property 
were not properly patrolled. 

Offhand that describes the work that I can think of now. 
There is other work in connection with cessation that I don’t 
recall at the moment. 

Q. What do you mean by storing forms? A. They 
would be piled up in some sort of order and they might be 
put under shelter. 

Q. Does your answer contemplate an understanding 
that the company at that time intended to re-use those 
forms? A. Yes, some of them would naturally be re¬ 
used, I would say. The forms for the dam, for instance, I 
imagine could be shifted from one section to another, or at 
least part of them could. The dam had not been completed 
when construction stopped. 

Q. Mr. Newlands, do you know whether or not the con¬ 
crete work on the spillway was completed at the time the 
forms were removed except for the slots? A. Which 
spillway are you referring to—you mean the dam itself? 
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Q. The spillway. Do you know what a spillway is? 
[9735] A. Yes, there can be several spillways. The dam 
itself is a spillway. 

Q. How many spillways are there? A. I believe 
there was another section of the dam where there was a 
spillway for ice conditions. It was called an ice chute but 
it is a spillway. 

Q. Where is this ice chute which you call a spillway? 
A. It is not in existence today. 

Q. What became of it? A. There are several ice 
chutes, by the way. Perhaps I should be more specific. 

Q. WTiere are they? A. Some of them are through 
the powerhouse substructure. I was not referring to those. 
I was referring to the spillway between the powerhouse 
structure and the land, the shore on the Lancaster side. 
At one time they had made provision for a spillway to take 
care of icing conditions which might occur. The railroad 

tunnel ran under that spillway. 

• • • 

[9738] By Mb. King: 

Q. Now, Mr. Newlands, will you please refer to page 
38 of Exhibit 51? A. Yes, sir. 

Q. Do you have that page in front of you? A. Yes, 
I have. 

Q. Was the interest rate shown there averaging some¬ 
what less than six per cent determined by you after a study 
of the loans outstanding during the construction period? 
A. That is correct. 

Q. Now, Mr. Newlands, assume that $1,000 is borrowed 
by Mr. “A” from a bank and that “A” agrees to pay to the 
bank interest at the rate of five per cent and a one per cent 
commission, and at the end of the year “A” pays the lend¬ 
ing bank $1,060 in full payment of the loan, plus interest 
and commission. What in that assumption is the interest 
rate ? A. It would be six per cent. 

Q. I beg your pardon? A. Six per cent, that is the 
total interest rate including the commission. 
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Q. Yon mean by your answer that is the effective 
[9739] interest rate, the six per cent you referred to? A. 
Well, you don’t usually speak of it as an effective interest 
rate in connection with that type of loan. 

Q. Just interest rate? A. That is right. 

Q. Now, Mr. Newlands, assume “A” borrows $1,000 
from the bank at five per cent interest but a one per cent 
commission of $10 is deducted from the cash received by 
him at the time the loan is made, and he therefore receives 
cash of only $990. Assume further that at the end of a 
year “A” pays the bank $1,050 in full payment of the loan 
and interest. Is the interest rate in excess of six per cent 
in that assumption? A. It would usually be considered 
to be six per cent. 

Q. I asked you if it would be in excess of six per cent. 
A. Well, you can make a calculation, reducing the principal 
amount, based on the $990 received by the person and that 
would give you an interest rate slightly in excess of six 
per cent. 

Q. Mr. Newlands, I show you a one-page document 
entitled “Pennsylvania Water and Power Company Cal¬ 
culation of Average Cost of Money to Susquehanna Con¬ 
tracting Company for the period from April 14, 1905, to 
November 1, 1907.” [9740] This is a photostatic copy of 
one of the working papers which you furnished us. I ask 
you to examine a copy and ascertain if that is correct? 
A. Yes, it appears to be a copy of the working paper which 
we supplied to the company. 

Mr. King: May we have the document I just de¬ 
scribed marked for identification as Exhibit 236? 

Trial, Examiner: Yes, it may be so marked. 

(The document referred to was marked for identi¬ 
fication as Exhibit No. 236.) 

Mr. King: I herewith hand Your Honor three 
copies and five copies to Mr. Goldberg. 
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By Mb. King: 

Q. You said that was a photostatic copy of your work? 
A. Yes, that is right. 

Q. Is Exhibit for Identification 236 the working paper 
which furnished the basis for your calculation of the 
weighted average interest rate of 5.98 per cent included 
in the narrative of page 40 of Exhibit 51? A. That is 
right. 

Q. Does your method of computation as shown in Ex¬ 
hibit for Identification 236, Mr. Newlands, give any weight 
to the fact that the one-half per cent commission paid to 
Knickerbocker Trust Company was paid in advance? A. 
I did not deduct the amount of the commission [9741] from 
the principal amount of the loan in making this interest 
determination for several reasons: One is that the com¬ 
mission as such was not deducted from the principal of 
the loan. It was a separate payment. 

Another reason is that the calculations would have 
resulted in only a very slight modification in the figures 
that show here. It wouldn’t have amounted to even one- 
tenth of one per cent. 

A third reason is that in determining effective interest 
rates you usually are talking about determining effective 
interest rate of bonds. The interest on bonds usually is 
paid semi-annually. In this case these interest payments 
were made annually. If you are going to determine an 
effective interest rate which is comparable to the effective 
interest rates which are usually determined for bonds you 
would have to take into consideration the fact that interest 
payments for the first six months were deferred until the 
end of the year. That would be an offset against the pay¬ 
ment of the commission at the beginning of the period of 
the loan. It would more than offset it, I might say. 

Q. But as I understand your answer, then, your cal¬ 
culation does not take into effect the fact that the com¬ 
mission was to be paid in advance. Is that right? A. 
No, I did not say that. I say I did not deduct the amount 
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of the commission from the principal of the loan [9742] in 
determining the interest rate. 

Q. Did you or did you not give effect to the fact that 
commission was paid in advance in Exhibit for Identifica¬ 
tion No. 236? A. Oh, yes, I gave it consideration in 
effect, because I didn’t adjust for the fact that the interest 
had been paid at the end of the year instead of semi¬ 
annually, which is what would usually be done in the case 
of bonds. That is the way the effective interest rate on 
bonds is calculated. 

Q. In Exhibit for Identification 236, how did you give 
effect to what we have been discussing? A. I allowed 
one to offset the other. 

Q. Point it out on the exhibit. Do you have one in 
front of you? A. I have one in front of me. It does not 
appear as a separate item on the exhibit. 

Q. Then you give no effect to it in the exhibit for 
identification No. 236, is that right? 

Mb. Goldberg : I object to that question, Mr. Ex¬ 
aminer, as contrary to what the witness has stated. 

He just answered the precise question. 

Mr. King: It doesn’t appear there. 

Mb. Goldberg: He has explained why if you will 

just listen to him. 

[9743] Trial Examiner: Objection is overruled. 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: That is not so, as I have explained 
before. 

By Mr. King: 

Q. Just a minute. You say that is not so? A. That 
is right. 

Mr. Goldberg: Let him finish his answer, please. 

Trial Examiner: Finish your answer. 
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The Witness: That is not so because I offset the fact 
that the interest payment itself was made at the end of 
the year, which was a much larger amount than the com¬ 
mission, by the way, against the fact that the commission 
was paid at the beginning of the period. 

By Mr. King: 

Q. Will you point out on the Exhibit for Identification 
Number 236 in front of you just how you gave effect to 
the fact that the commission was paid in advance by col¬ 
umns. The exhibit has, as I understand it, five columns. 
Take the first column. That includes dates. Is that cor¬ 
rect? A. That is right. 

[9744] Q. Is it given effect in that column? A. No. 

Q. Do you give effect to it in the next column? A. 
No. 

Q. In the next one entitled, “Number of Days to No¬ 
vember 1, 1907”? A. No. 

Q. In the next column entitled, “Total Days”? A. 
No. 

Q. In the last column entitled “Interest Paid for 
Period to November 1, 1907”? A. It is given effect by 
a combination of the figures shown in the last column and 
the total dollar days. 

Q. How can it have effect in the last column if it does 
not appear in any of the others? A. Because I am say¬ 
ing I offset two opposing items. The figures are not there. 

Q. That is what I want. The figures do not appear 
on Exhibit for Identification 236? A. That is right. I 
offset the two facts because I knew that one fact would more 
than counterbalance the other and make my interest rate 
smaller, if anything, rather than larger. 

• • • 

[9745] Q. I asked you to look at 169, Mr. Newlands, Ex- > 
hibits 168 and 169. A. I had the wrong ones. What is 
the question now, please? 

(Question read.) 
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By Mr. King: 

Q. You were looking at the wrong exhibits, as I [9746] 
understand it. A. Yes. 

Q. Now that you have the correct ones will you state 
whether you considered them in connection with your prep¬ 
aration of Exhibit 51 ? A. Yes, I did. 

Q. Did you consider they had any material effect upon 
any of your determinations in Exhibit 51? A. They had 
some effect. I don’t know just how material. I considered 
other facts besides these in that connection. 

Q. Was the effect slight? A. Well, there was other 
evidence which I considered had equally as great weight, 
perhaps even greater weight. 

Q. How much greater? A. I can’t give you any 
exact percentage of weight. 

Q. Fifty per cent greater weight; 25 per cent greater 
weight? A. I have never attempted to determine the 
exact weighting of each of the exhibits I examined and how 
they affected my determination. I know that these entered 
into my determination. 

Q. How did you reach any conclusions if you didn’t 
know how much weight you gave to different pieces of 
evidence? A. In this particular case the evidence was 
all to the same effect. It was not contrasting evidence. 
I didn’t [9747] have to know the weighting to be given to 
each piece of evidence if it all bore on the same point and 
had the same tenor. 

Q. You gave weight to Exhibits 168 and 169, however? 
A. Yes. 

Q. And it was less weight than you gave to other ex¬ 
hibits which you considered. Is that correct? A. I say 
it may have been slightly less than I gave to other exhibits. 

Q. Did you consider Commission’s Exhibit 199? I 
believe you have that before you. A. No, I have not. 

Q. That is did you consider it in connection with your 
preparation of Exhibit 51? 




John M. Newlands, Cross 


1425 


I hand yon respondents’ copy of that exhibit and ask 
you to look at it. A. Yes, I have looked at it. 

Q. Did yon consider that exhibit in connection with 
the preparation of Exhibit 51? A. Yes, I did. 

Q. Did yon give it any material effect in connection 
with your recommendations or conclusions of Exhibit 51? 
A. It was considered by me in connection with the deter¬ 
minations in Exhibit 51 and received weight in that regard. 
[9748] Q. Did yon give it the same weight yon gave Ex¬ 
hibits 168 and 169? A. About the same, I would say. It 
is the same type of information. 

Q. Did yon take any expert advice, either legal or 
otherwise, in connection with your disposition or weighting 
of these exhibits we have been referring to? A. By 
4 ‘expert advice” what do you mean? 

Q. Any legal advice? A. No. 

Q. Any financial advice? A. No. 

Q. Any engineering advice? A. No, certainly not. 

Q. Now, Mr. Newlands, in connection with your con¬ 
sideration of the three exhibits,, namely 168, 169 and 199, 
did you examine Sections 20 and 21 of the Act of June 7, 
1879, as amended, of the Pennsylvania laws? A. No, I 
did not. I examined the capital stock tax returns them¬ 
selves. 

Q. Of the company? A. That is right. I don’t re¬ 
member whether they have an excerpt from the particular 
paragraphs you are mentioning on the tax return. They 
do describe, I believe, or at least give information as to 
how the values are to be determined. 

[9749] Q. You read them, you say? A. Yes. 

Q. What do you understand was the requirement at 
that time, namely 1905,1906 and 1910, of the Pennsylvania 
laws for valuing corporate stock for tax purposes? A. 
Are you asking me for a legal opinion? 

Q. You said you read the form. I am asking you what 
conclusion you came to from that reading in connection 
with what the Pennsylvania law required? A. Yes, but 
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I didn’t state that I had read the Pennsylvania law. I said 
I had read what was on the form. If there was any excerpt 
on the form I read it. I am not certain whether I have 
read the Pennsylvania law or not. 

Q. You said, as I understood it, that the excerpts gave 
some indication as to the effect of the Pennsylvania law. 
A. That is right. 

Q. I am asking you your opinion as an accountant. 
What did the material which you read indicate to he the 
effect of the Pennsylvania law at the time in question, 
namely, in 1905, 1906 and 1910? A. The information on 
the tax returns plus other correspondence and memoranda 
which were in the file indicated to me that the company 
was supposed to declare a value on its capital stock equal 
to the actual value of the assets behind that capital stock 
at the date of the determination which, [9750] in the first 
period at least, was the first fifteen days of November of 
that particular year. 

Q. And that is your understanding from reading the 
form as to what the Pennsylvania law required. Is that 
correct? A. That is right. There seemed to have been 
some question involved as to whether liabilities should be 
deducted before determining the cash value, but other than 
that my answer stands. 

Q. It was with that understanding of the effect of the 
Pennsylvania law at the time in question that you con¬ 
sidered the Exhibits 168, 169 and 199. Is that correct? 
A. That is right. 

Q. What did the form show in connection with the 
deduction of liabilities, if it showed anything? A. It 
didn’t show anything. I discovered that fact in the cor¬ 
respondence, that is except that the information on the 
tax return was so worded that it might indicate that lia¬ 
bilities should not be deducted. It didn’t specifically state 
that liabilities should or should not be deducted. 

Q. That was the conclusion you reached as a result 
of examining the form? A. That is right, yes. 
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Q. How did yon finally construe the effect of the form, 
that it was proper to deduct the liabilities or not? A. I 
didn’t construe the form. 

[9751] Q. I thought you said you read it. A. I did. 

Q. Took the understanding you derived from reading 
it into consideration in valuing and preparing the exhibits 
we are talking about? A. That is right; to some extent. 

Q. You made no determination, then, as to whether in 
your opinion liabilities could be deducted? A. I am not 
certain whether the company, in filing this return, finally 
decided that liabilities should be deducted before deter¬ 
mining cash value. The question was raised but I didn’t 
find the answer. 

Q. That is in your investigation you did not determine 
any answer. A. That is right. 

Q. And you thought it was unnecessary to pursue the 
matter further to determine the answer. Is that correct? 
A. Since they declared there was no value I thought it was 
a fruitless search. The answer would have been the same 
in either case, unless you got a negative answer for the 
stock. 

Q. So you concluded, as I understand it, you did not 
have to take any legal advice in connection with the Penn¬ 
sylvania law in order to properly construe and give weight 
to Exhibits 168, 169 and 199. Is that right? [9752] A. 
I didn’t have to give legal weight to determine what the 
purpose of the filing was. 

Q. I didn’t refer to legal weight. My question is did 
you or did you not consider it was necessary in your con¬ 
sideration of these exhibits that you take legal advice in 
connection with the effect of the Pennsylvania statutes? 
A. No, I did not think it was necessary. 

Q. Assume that the effect of the Pennsylvania law, 
Mr. Newlands, to which I have referred in 1905, 1906 and 
1910 was that only a nominal value would be placed upon 
corporate stock for tax purposes if the corporation had no 
net earnings and if the stock did not have an established 
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market value during the year. Under that assumption 
would capital stock taxes paid during those years have 
any effect upon your determination as to the value of the 
stock for any other purpose than taxation? 


The Witness: You are asking me to assume that that 
fact was actually known at the time these tax returns were 
filed? 

By Mr. King: 

Q. I am asking you to assume that that was the effect 
of the law of Pennsylvania at the time in question, namely 
1905, 1906 and 1910. A. And that these returns were 
filed with knowledge of [9753] that assumption? 

Q. That is correct. A. The weight I would give to 
it—I would give weight to it in my determination. 

Q. What weight? A. I don’t know the exact per¬ 
centage. 

Q. Then do you mean that you would have changed 
your determination in connection with your consideration 
of Exhibits 168, 169 and 199, if the law had been as I have 
asked you to assume it was? A. Do you mean, would I 
have given- 

Q. Any different consideration than you did to those 
exhibits? A. No, I don’t believe so. 

Q. Then as I understand it you would have concluded 
that the exhibits were material in connection with indi- „ 
eating a value for all purposes on McCall Company stock, 'i 
even though the lav/ was as I have asked you to assume it? 

• • • 

[9754] The Witness: Yes, because the exhibit itself con¬ 
tains statements by the officers and directors as to what 
information was available as to the value of the stock. 
That information is good no matter what the Pennsylvania 
law says you have got to declare. 
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[9757] By Mb. King: 

Q. Let’s assume in connection with the construction 
of the Holt wood project there had occurred a flood which 
lasted for a period of six months, and that because of the 
existence of that flood no construction activity could be 
carried on. 

Would you exclude that six months’ period from the 
construction period in computing interest during construc¬ 
tion? A. No, I don’t believe I would. 

Q. You would allow that? A. That is right, if it 
were an engineering impossibility to continue to work dur¬ 
ing that period. 

Q. Would you allow the overhead during that period? 
A. Yes, so long as it was intended to go right along with 
construction and there was no reason to assume that it 
would be stopped. 

* • • 

[9759] By Mb. King: 

Q. Mr. Newlands, will you turn to page 45 of Exhibit 
51? A. That is the text? 

Q. Of the text, yes. You refer, do you not, on that 
page to an explanation furnished you by Mr. Bortner at 
your request? A. That is right. 

Q. Did you not furnish Mr. Bortner a longhand list 
of ten questions which you desired answered during the 
investigation? A. That is one of the items furnished. 
I made other requests besides that list of questions. 

Q. But you submitted those ten questions? A. At 
one time I did, yes. 

Q. Did Mr. Bortner furnish you with written answers 
[9760] concerning these questions? A. He furnished me 
with written answers. Whether they covered everything 
in the questions I am not certain at the present moment. 

Q. You read the material he furnished you, didn’t you? 
A. Yes. 

Q. Is the information which you indicate you got from 
Mr. Bortner on page 45 of Exhibit 51—strike that, please. 
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Did Mr. Bortner furnish you with a memorandum 
dated May 6, 1945—May 16th, 1945? A. I will have to 
look that up. 

Q. In response to your request? A. It is over on 
this table. May I get it? 

Q. Please do. A. Yes, I was furnished such a memo¬ 
randum. 

Q. I show you a copy of the memorandum I just re¬ 
ferred to and ask you if you will look at it sufficiently to 
determine whether that is a copy of the one you have? 
A. It appears to be. I have not compared every item there 
item for item but it appears to be the same. 

• • • 

[9761] (Thereupon, the document referred to above, with 
schedule, was marked Exhibit No. 237 for Identifica¬ 
tion.) 


By Mr. King: 

Q. Mr. Newlands, you have stated, have you not, that 
to the extent that these expenses, namely, the ones we are 
talking about, represented first surveys of properties you 
would allow them. Is that correct? A. That is correct. 

Q. Did you make any determination to ascertain which 
of the surveys represented first surveys? A. It was im¬ 
possible to do that from the information [9762] which was 
available to me. 

Q. Did you request anybody to make an investigation 
to determine that fact? A. I requested Mr. Bortner to 
produce all of the facts concerning the flowage basin which 
would support their inclusion in plant account. 

Q. Did you specifically ask him to make a determina¬ 
tion as to which of the surveys represented first surveys? 
A. No, if I asked for information for support it is up to 
the company representative to furnish all information 
which he considers important. 
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Mr. King: I move to strike all of the witness’ an¬ 
swer after the word “No.” 

Trial Examiner: Motion to strike is granted. 

• • • 

[9765] By Mr. King: 

Q. • • • What did you mean, Mr. Newlands, when you 
stated a moment ago that you had allowed the expenses 
representing first surveys of property? What did you un¬ 
derstand the meaning of the word “survey” to be in that 
connection? A. I don’t believe I made that exact state¬ 
ment. 

The amounts I have allowed for surveying property 
might include inadvertently, because I didn’t know, second 
or third surveys. But I presumed that they contained first 
surveys since they were charged to survey account in the 
books. 

Q. That is not my question. What did you mean by 
the word “survey” used in that connection? A. As used 
in Exhibit 51? 

Q. By you as used in Exhibit 51 or as you used it in 
your last answer. A. My use of the word “survey” in 
Exhibit 51 was [9766] confined particularly to property 
surveys. 

Q. And confined to property surveys alone? A. 
That is right, if I remember my paragraph correctly. 

Q. By “property surveys” do you mean surveys to 
ascertain boundaries ? A. Yes, at the time that the prop¬ 
erty is purchased. 

Q. Now, Mr. Newlands, have you ever developed or 
assisted in developing a water survey’s profile or a rating 
curve? A. No, I have not. 

Q. Mr. Newlands, is it or is it not a fact that all yon 
know about the engineering salaries and expenses of 1911 
to 1924, referred to on page 44 of Exhibit 51, was derived 
from the information received from Mr. Bortner in the 
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memorandum of May 16,1945? That is Exhibit for Identi¬ 
fication No. 237. A. Did you mean page 44 or 45? 

Q. On page 44 of an item entitled ‘ ‘ Engineering Sal¬ 
aries and Expenses,” do you not, 1911 to 1924? A. That 
is right, yes. 

Not quite all of the information I received came from 
Mr. Bortner. I examined, and my assistants examined, a 
great number of the vouchers. We also examined what 
payroll information we could find. We examined the 
analyses of the account on the books. There were slight 
bits of information in there. 

[9767] Q. In where? A. In these various sources which, 
however, did not contain enough information to tell me the 
nature of the charges that were being charged to flowage 
basin account segregation of the charges between the vari¬ 
ous types of work, what work was being done, when it was 
being done, or what the purpose of it was. 

Q. So that all the information, as I understand it, you 
have about this particular subject matter, other than what 
you were able to determine from the vouchers and analyses, 
came from Mr. Bortner. Is that correct? A. There was 
some supplementary information in the fifteen filing cab¬ 
inets. There, again, it is impossible to relate exactly the 
information shown there with the actual charges on the 
books. 

Q. Was there any supplementary information in the 
fifteen filing cases relating to the period after 1910? A. 
Yes. 

Q. There was? A. Yes. 

Q. Can you specify what that was? A. There were 
various letters to Bennett, for instance, whose salary and 
expenses are charged in flowage basin account, a portion 
of them, at least, during 1911 and 1912. 

Q. Weren’t those letters in connection with storage 
[9768] reservoirs and not engineering salaries and ex¬ 
penses? A. Not all of them, no. 

Q. Can you give us the date of one letter which you 
found which does relate to engineering salaries and ex- 
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penses after 1910 from the fifteen filing cases? A. I 
cannot do that offhand, no. 

Q. How much time would it take to do that? A. I 
probably would have to look through my files. It might 
take ten or fifteen minutes. Of course, that wouldn’t ex¬ 
haust the subject, however. I have not taken a copy of all 
the letters I saw in the files. 

Q. Why? Because the ones you didn’t copy were im¬ 
material? A. No, because it was an impossibility. I 
copied only those which were most important. 

Q. In your opinion? A. That is right. 

Q. Why did you not include in Exhibit 51 all of the 
information furnished you by Mr. Bortner? A. It is 
not necessary for me to include in my report every bit of 
information I get from every source. 

Q. Go ahead. A. It would require several volumes 
in an exhibit of this sort if I were to do that. 

• • • 

[9769] By Mr. King: 

Q. I asked you why you did not include that informa¬ 
tion, Mr. Newlands. A. Because the accounting report 
which we submit in these cases is intended primarily to 
describe the conclusions which we drew and give, perhaps, 
the main facts upon which they are based, not all of them. 

Q. In drawing your conclusions did you have in mind 
all of the facts furnished you by Mr. Bortner? A. Cer¬ 
tainly. 

Q. Did you give effect in your conclusions to all the 
facts furnished you by Mr. Bortner? A. Yes. 

Q. Do you refer any where in Exhibit 51, either at page 
45 or elsewhere, to either Schedule “A” or Schedule “B” 
attached to the memorandum of May 16, 1945, Exhibit for 
Identification 237? A. No, I do not. 

[9770] Q. Mr. Newlands, I refer you to page 46 of Exhibit 
51. Do you have that before you? A. Yes. 

[9771] Q. Can you tell me what investigation, if any, you 
made in connection with your recommendation that expenses 
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of the Lancaster office and Mr. Bushong’s salary be dis¬ 
allowed from 1916 on? A. May I have that question, 
please? 

(Question read.) 

The Witness : I investigated the properties purchased 
during the entire period from 1910 to 1935 or 1936, secured 
from Mr. Bortner a list of the properties purchased, also 
secured from the analyses of the accounts themselves, the 
flowage basin account, a list of the properties purchased. I 
examined the 15 filing cabinets for any indication of what 
Mr. Bushong or his assistants in the Lancaster office were 
doing at that time. I asked Mr. Bushong to furnish me with 
whatever additional information, any information, he could 
give me concerning the activity of the Lancaster office and 
Mr. Bushong during this entire period. 

By Mr. King : 

Q. Mr. Bushong is dead, isn’t he? A. Yes. 

Mr. Goldberg: I think you said you asked Mr. 

Bushong. 

The Witness: I meant that I asked Mr. Bortner. 

• • • 

[9772] By Mr. King: 

Q. I show you copy of a memorandum dated March 
29, 1945, entitled “Be, Lancaster Office Expense” together 
with a copy of schedules dated April 5 and April 14, 1945, 
and ask you to examine those documents. A. My other 
papers are in another volume. May I check those? 

Q. Certainly. [9773] A. Yes, I was furnished with 
those schedules. 

• • • 

(The documents referred to were marked for 

identification as Exhibit Number 238.) 
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By Mb. King : 

Q. Mr. Newlands, do you have in front of you at this 
time your set of Exhibit for Identification 238? A. Yes, 
Ido. 

Q. The schedule of April 5,1945, indicates, does it not, 
Mr. Newlands, that property was acquired during the years 
1921, 1922, 1923 and 1924. Isn’t that correct? [9774] 
A. That is right. That is what the statement would in¬ 
dicate. 

Q. Did you make any investigation to determine 
whether the properties mentioned in the Schedule of April 
5, Exhibit for Identification 238, were actually acquired 
during those years? A. I compared the information 
given here with the information we had drawn off of the 
flowage basin accounts. 

Q. Did you determine the properties listed in the 
Schedule of April 5 in the Exhibit for Identification 238 
were acquired? A. During those years? 

Q. Yes, during those years. A. And you are 
referring now only to the items included under “Deed 
Acquired”? That would represent the purchase of the 
property. 

Q. That is right, Mr. Newlands? A. Yes, I deter¬ 
mined that those properties had actually been acquired. 

Q. Did you make an investigation for the purpose of 
determining, Mr. Newlands, whether or not Mr. Bushong, 
during the years 1916, to and including 1924, was active 
in connection with acquiring property shown on the Sched¬ 
ule we are discussing, that is the one of April 5, 1945, in 
the Exhibit for Identification 238? [9775] A. I exam¬ 

ined all the information which was available to me concern¬ 
ing it and we examined a great number of the deeds. I 
believe Mr. Bortner was requested to furnish us any in¬ 
formation as to which properties Mr. Bushong had pur¬ 
chased personally. I believe some were probably purchased 
by agents. 
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Me. King : May we have the answer to that ques¬ 
tion read, Mr. Examiner? 

(Question read.) 

By Mb. King : 

Q. You mean agents for the company? A. That is 
right. 

Q. Other than Mr. Bushong? A. Well, they may 
have been acting for Mr. Bushong—they may have been 
acting for the company. 

Q. Did your investigation enable you to determine to 
whom the agents you referred to reported to? A. No. 
In a good many cases I imagine they would report to Mr. 
Bushong. 

Q. Do you know of any case in which they would not? 
A. Well, I don’t know as a matter of fact whether any of 
the agents did not report to Mr. Bushong. I wasn’t able 
to determine in some cases who they reported to. 

Q. In your determination in connection with both the 
Lancaster office expense and Bushong’s salary did you 
[9776] rely primarily upon information furnished you by 
Mr. Bortner ? A. That was one of the items. It was not 
the primary consideration, no. 

Q. What was the primary consideration? A. There 
wasn’t any primary consideration. I considered all of the 
facts as I knew them. 

Q. Where did you get the facts you speak of? A. 
Some of them came from the 15 filing cabinets, some came 
from the discussions I had with Mr. Bushong and Mr. Diehl, 
whom I believe was there at one of the conferences. 

Mb. Goldbebg: You mean Mr. Bortner? 

The Witness: Yes, Mr. Bortner and Mr. Diehl. Some 
of it may have come from the analysis of the accounts 
themselves and the vouchers involved. 

By Mb. King : 

Q. Did you find any material in the 15 filing cases in 
connection with this item? A. I found material in the 
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15 filing cases which indicated that Bnshong did a great 
deal more than buy property. 

Q. I asked you, Mr. Newlands, if you found any in¬ 
formation in the 15 filing cases in connection with the par¬ 
ticular item we are now discussing. [9777] A. In con¬ 
nection with this purchase of property? 

Q. Yes. 

• • • 

The Witness: I thought I was following your lead. I 
thought you were asking me whether I found anything in 
the 15 filing cabinets which showed Mr. Bushong’s activities 
in connection with the purchase of these particular prop¬ 
erties. Is that correct? 

Mb. King : That is correct. 

By Mr. King : 

Q. Did you? 

Mb. Goldberg: “ These particular properties”. Is 

that the schedule in Exhibit 238? 

The Witness: Listed in Exhibit 238? 

Mr. Goldberg: Yes. 

Mb. King: That is correct. 

[9778] Mr. Goldberg : Thank you. 

By Mr. King: 

Q. Go ahead. A. Yes, there was some evidence con¬ 
cerning the purchases of the earlier property, mostly of a 
general nature. In other words, I recall one letter which 
mentioned the fact that Mr. Bushong was to buy the prop¬ 
erties along Conestoga Creek, and there are other letters 
of that nature. 

Q. Did you find anything in relation to the properties 
acquired after 1916 in the 15 filing cases? A. Not in¬ 
cluding 1916, is that correct? 

Q. Well, yes. A. Including 1916, from 1916 on? 
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Q. Say from 1917 on. A. Yes, I believe there were 
memoranda and correspondence in the files regarding flash- 
board cases which contained references, I believe, to the 
purchase of property in this later period. I believe that 
was so. I also found references in connection with the pur¬ 
chase of the property used for the river coal operations in 
various of the memoranda in the 15 filing cabinets. 

Q. Do you now recollect the date of that correspondence 
to which you referred? A. No, I couldn’t remember that 
detail. 

[9779] Q. Is it not a fact, Mr. Newlands, that the schedule 
dated April 5, in the Exhibit for Identification 238, shows 
that 16 properties were acquired by the company from 1916 
to and including 1924? A. That would seem to be a fact 
based on the statements given here. 

Q. Well, is it or isn’t it a fact? A. Well, I would 
have to check with my other working papers to determine 
that. I believe this is correct. 

Q. Now, Mr. Newlands, what investigation, if any, did 
you make to determine facts concerning the Benjamin Davis 
mortgage which you referred to on page 46 of the text of 
Exhibit 51? A. I asked Mr. Wetzel to furnish me with 
the facts concerning the Benjamin Davis foreclosure. 

Q. Mr. Wetzel, you say? A. Mr. Wetzel, that is 
right. 

Q. Is that all? A. That is right, yes. I might add 
that of those properties purchased from 1920 to 1924, many 
of them were for the river coal recovery operations, which 
at that time was a proposition handled by Holtwood Coal 
Company as a commercial marketing operation. It had 
nothing to do with the hydro operation. 

Q. Weren’t those properties to which you referred 
[9780] also useful in the flowage basin? A. No, because 
the company had flowage rights over the same property. 
They acquired the lien at the time they decided to go into 
the river coal recovery operations in order to obtain a place 
for their riverside coal plant. They selected the site at 
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Shenks Ferry because the railroad happened to be located 
at an advantageous position for river coal recovery opera¬ 
tions. 

Q. Didn’t title of the lands about which you are speak¬ 
ing, Mr. Newlands, go under the name of Penn Water? 
A. Title was taken to the land by Penn Water and leased 
to Holtwood Coal Company. 

Q. Then the answer to my question is “yes,” is that 
correct? A. That is right, yes. 

Q. Mr. Newlands, do you know that as a matter of 
fact there were four separate actions filed in the lower 
courts of Lancaster County and two appeals in the upper 
court concerning the title to the Ben Davis property be¬ 
tween the years 1913 and 1919? A. No, I did not. 

Q. Did you ever make any investigation to determine 
that fact? A. No, I never knew it was necessary to make 
such an investigation. From the information I had re¬ 
ceived [9781] the company had originally purchased a mort¬ 
gage on that property and in 1919 Mr. Wetzel informed me 
that the mortgage was foreclosed. He didn’t tell me any 
of these other details you are now mentioning. 

Q. In any event you didn’t ask Mr. Bortner anything 
concerning the Benjamin Davis mortgage, did you? A. 
No, because I thought I had all the information available 
or necessary. 

• • • 


[9783] By Me. King : 

Q. Mr. Newlands, I direct your attention to page 47 of 
Exhibit 51, with particular reference to the statement made 
at the top of the page, “Sundry Legal Fees.” A. Yes, 
sir. 

Q. Do you have that before you? A. That is right. 

Q. Did not Mr. Bortner, in response to your request, 
furnish you with a memorandum dated August 6, 1945, in 
[9784] connection with the matter we are discussing? 
A. May I see your copy? I don’t seem to have it here. 
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Q. You certainly may. A. Yes, I have not yet 
located them in my papers. Are you going to ask questions 
about it? I want to locate it. 

Q. Is the copy I show you a copy of the one which you 
have in your file? A. It appears to be, without a direct 
comparison. 

Q. Did you actually receive a document dated August 
6, 1945, from Mr. Bortner in response to your request? 
A. I believe so. 

• • • 

(The document referred to was marked for iden¬ 
tification as Exhibit Number 239.) 

• • • 

[9787] By Mr. King : 

Q. Page 34 of the text of Exhibit 51. Do you have 
that in front of you, Mr. Newlands? A. Yes, I have 
that. 

Q. On that page you have recommended that the Com¬ 
mission disallow portions of fees paid to Cooper, Sander¬ 
son and Porter and part of the salary paid to Hutchinson, 
have you not? A. That is right. 

Q. Did you recommend the elimination of approxi¬ 
mately thirty thousand dollars paid to Cooper as shown 
by your Schedules 12-B and 14 of Exhibit 51? A. Can 
you give me the page number for quick reference? 

Q. Page 39, I believe. A. You mentioned another 

one. 

Q. Page 39 of the schedule and page 43 of the schedule. 

The Witness: May I have the question now, please? 

(Question read.) 

The Witness: That is correct. 

Trial Examiner: What are the figures which add 

up to $30,000? 

The Witness: The item under 44 Engineering Experts 
salaries to Hugh L. Cooper, hydraulic engineer, $14,107.21”, 
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and on page 43 the first item under the top grouping of 
claims against McCall Ferry Power Company “Hugh L. 
Cooper, completion bonus, $15,819.06”. 

[9788] The slight discrepancy between the total of those 
two and the flat amount of thirty thousand dollars is due to 
an adjustment made with Cooper on his traveling expense 
account. 

Mb. King : I believe I referred to the figure as ap¬ 
proximate in my question, your Honor? 

By Mb. King : 

Q. Was your sole reason for recommending the dis¬ 
allowance, Mr. Newlands, of approximately thirty thou¬ 
sand dollars because Cooper did not complete the work in 
your opinion for which he had contracted? A. That is 
one of the reasons. The other reason that the company 
incurred an expense of sixty thousand dollars to complete 
the work. The sixty thousand dollars was paid to Empire 
Engineering Corporation to complete the work which 
Cooper had started. 

Q. Do you know when Cooper ceased working on the 
project? A. I don’t understand exactly what you want 
me to answer there. 

Q. I want you to answer as to the fact. 

Mb. Goldbebg: I think you understand what the 
witness means. 

Tbial Examines : Proceed. 

The Witness: Cooper never did any actual work on 
the project. He supervised it. He was not at McCall Ferry 
all [9789] the time. There is no way for my telling or any¬ 
one telling exactly what time he spent there. His work in 
connection with the construction would, of course, have to 
stop with the cessation of the work. 

Q. When was that? A. November 1, 1907. 

Q. Do you know whether Cooper’s firm or he in¬ 
dividually was responsible for the work on the tailrace in 
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1908? A. Yes, that work came under the supervision 
of Cooper’s department. 

Q. Did you make any investigation, Mr. Newlands, to 
determine whether the services of Cooper or his organiza¬ 
tion were performed in return for any part of the thirty 
thousand dollars of Cooper’s compensation you have rec¬ 
ommended for elimination? A. I tried to determine it 
by reviewing all of the facts which were available to me. 

Q. Did you determine it? A. I determined that 
Cooper had not completed his work for which the total fee 
would be payable to him. 

Q. Did you determine, Mr. Newlands, whether Cooper 
performed, or his organization performed, work in return 
for any part of the approximately thirty thousand dollars 
which you have recommended for elimination? A. I de¬ 
termined that Mr. Cooper did not perform all of the work 
he should have in return for that thirty thousand [9790] 
compensation. 

• • • 

By Mr. King: 

Q. I asked you, Mr. Newlands, if he performed any of 
it. 

Mr. Goldberg: This was a completion bonus, 

wasn’t it, we were talking about? 

Mr. King : Talking about the thirty thousand dol¬ 
lars Mr. Newlands recommends for elimination. 

Mr. Goldberg : Completion bonus. 

The Witness: That is an extremely difficult question 
to answer because it involves spreading Cooper’s fee over 
the work he did. It is impossible for anyone at this time 
to make that spread. Mr. Cooper himself was probably 
the .only one who would have the information to do that. 

By Mr. King: 

Q. I asked you if you did it. 

Mr. Goldberg : Let the witness finish. 
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Trial Examiner: Just a minute. You may finish. 

The Witness : No, because it was impossible from the 
information which was available to me. 

[9791] Q. Did you consider part 28 of Exhibit 27 in con¬ 
nection with your determination with regard to this matter? 
A. Yes, I did. 

Q. Did you read part 28 of Exhibit 27 in connection 
with your determination? A. Yes, I did. 

Q. Mr. Newlands, I show you photostatic copy of a 
letter dated January 30, 1908 from Hugh L. Cooper to Mc¬ 
Call Ferry Power Company, and ask you if you examined 
that letter or a copy in connection with making your deter¬ 
mination? 

• # • 

The Witness: I believe I have seen this letter in the 

files. 

• • • 

(Thereupon, the document referred to above was 

marked Exhibit No. 240 for identification.) 

• • * 

Mr. Goldberg: Who underscored certain of the 
sentences [9792] appearing on page 2 of the Exhibit, 
Mr. King? 

Mr. King: I don’t know who did that at this mo¬ 
ment. 

Mr. Goldberg: Do you know whether the under¬ 
scoring was done in 1908 or by someone recently going 
through the correspondence? 

Mr. King: I assume it was by somebody recently. 

Mr. Goldberg: Someone connected with the com¬ 
pany, you think? 

Mr. King: Yes. 

By Mr. King : 

Q. Mr. Newlands, did you make the underscoring? 
A. No, I did not. 
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Q. Mr. Newlands, I show you a photostatic copy of a 
letter dated March 11, 1908 signed by Cary T. Hutchinson, 
and directed to Mr. H. F. Dimock, president of McCall 
Ferry Power Company. I ask you if you considered that 
letter in making your determinations in connection with 
Exhibit 51? A. Yes, I have seen that letter and con¬ 
sidered it in making my determination. 

• • • 

(Thereupon, the document referred to above, was 

marked Exhibit No. 241 for Identification.) 

• • • 

[9793] By Mr. King: 

Q. You say you considered that letter we have just 
referred to, Mr. Newlands? A. Yes. 

Mr. Goldberg: Where is the attachment? I note 
the opening paragraph of Exhibit 241 says “I am at¬ 
taching a copy of letter just received by Mr. Cooper.’’ 

Mr. King: In the files of the company. 

Mr. Goldberg: This is not a complete letter with¬ 
out the attachment. 

Mr. King: Well, we will be glad to furnish you 
copies. 

Mr. Goldberg : I w T ould like to have the attachment 
produced. 

Mr. King: We will be glad to furnish that to you. 

• • • 

By Mr. King: 

Q. Mr. Newlands, in making your determination as to 
the elimination of the amount of approximately thirty 
thousand dollars paid Mr. Cooper, did you consider work 
performed by [9794] him or members of his organization 
on drawings during the year 1908? A. Yes, I did. 
Those costs have been allowed in my determination. 

Q. But you made no allowance in connection with Mr. 
Cooper’s supervision. Is that correct? A. That is cor- 
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rect, because an additional fee of sixty thousand dollars 
had been paid to Empire to complete Cooper’s work. I 
was faced with the proposition of disallowing either the 
sixty thousand dollars or the thirty thousand dollars. I 
chose the smaller figure. 

Q. Mr. Newlands, did you recommend for elimination 
approximately $9,200 paid to Sanderson and Porter in your 
Schedule 14 of Exhibit 51, page 43 of the schedule? 

Mr. Goldberg: May I have the question, please? 

(Question read.) 

The Witness: That is right. 

By Mr. King: 

Q. Was your sole reason for making the recommenda¬ 
tion to which you have referred that Sanderson and Porter 
did not complete the work contracted for by them? A. 
No, it was that fact plus the fact that Pennsylvania Water 
and Power Company and J. E. Aldred, Receiver, incurred 
expenses to complete the work which Sanderson and Porter 
should have done. 

[9795] Q. Do you know when Sanderson and Porter ceased 
work? A. They never began the work on the installation 
of the machinery. 

Q. Do you know when they ceased the work they did 
perform? A. I believe that some drawing work was 
going on during 1907 and 1908 in Sanderson’s and Porter’s 
New York office. Those expenses we have allowed. I don’t 
know the exact date when that drawing work stopped, but 
that would be the only work which was going on during 
that period, during the period of cessation. 

Q. Can you give us some idea as to the amount of the 
expenses which you say you allowed? A. Yes. On page 
38 of the schedules- 

Q. Would you wait just a moment until I find that 
page, Mr. Newlands? A. Yes, sir. 

Q. All right. A. Under the title “ Overheads, Ad¬ 
ministration”, the last item in that group reads, “New 
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York Office of Sanderson and Porter”. For the year 1908 
there are expenses of $6,567.40 stated. 

Q. Was that part of their fee? A. No, that was the 
cost of making the drawings to which you referred during 
this period of cessation. 

Q. How much of the fifty thousand dollar fee have you 
[9796] allowed? A. How much have I allowed? 

Q. If any? A. I don’t seem to have all the figures 
here necessary to make that determination, but it was about 
$32,000. 

Q. Then you have eliminated about eighteen thousand 
dollars, is that correct? A. No, I eliminated $9,210.52. 

Q. Did you read the contract between Sanderson and 
Porter and McCall Ferry Power Company, Part 29 in Ex¬ 
hibit 27? A. Yes, I did. 

Q. What did you do with the balance of the dollars 
representing the difference between $32,000, approximately, 
and the $9,200 you just mentioned? A. I didn’t have to 
do anything with those dollars. They never were paid to 
Sanderson and Porter. 

Q. Mr. Newlands, did you make any investigation to 
determine whether any part of the work performed by 
Sanderson and Porter was performed in return for any 
part of the approximately $9,200 you have recommended 
for elimination? A. It was impossible to spread the 
Sanderson and Porter fee over the work actually done and 
the work to be done on any information that I had. 

Q. Did you endeavor to do it? A. I endeavored to 
determine all of the information [9797] which would enable 
me to do so if it could be done, but I decided that it could 
not be done, and I did not make such a determination. 

• • • 


By Mb. King : 

Q. Mr. Newlands, during the recess were you able to 
check in connection with Exhibit for identification 239? 
A. I was not able to find my copy. 
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Q. Were you able to inform yourself sufficiently to say 
whether the Exhibit for identification 239 is a copy of the 
document which you were furnished? A. Yes, I believe 
this is a copy of the document furnished to me. 

Q. Mr. Newlands, did you recommend on Schedule 12- 
B page 39 of the supplement of Exhibit 51, that the amount 
of $10,499.94 paid to Mr. Hutchinson for the period No¬ 
vember, 1907 to July, 1908 be eliminated? A. That is 
right. 

Q. Did you also recommend at page 33 of the text of 
Exhibit 51 that an additional five thousand dollars paid to 
Mr. [9798] Hutchinson be eliminated? A. That is right. 

Q. Was your recommendation in connection with the 
elimination of these two amounts based solely on the ground 
that no work was done by Mr. Hutchinson after October 
31, 1907? A. No, it was not. 

Q. What else was it based upon? A. Based upon 
the fact that the payments made to Mr. Hutchinson would 
not have been necessary. If the project had continued to 
completion Mr. Hutchinson would have been paid during 
the time full construction was going on. The amounts paid 
to Mr. Hutchinson during this period represent an added 
cost, added overhead which would not have been incurred 
if the construction had proceeded to completion without the 
cessation. 

Q. Is it your position that none of the work done by 
Mr. Hutchinson during this period contributed to the com¬ 
pletion of the project? A. It did not deduct anything 
from the total construction period of the project. 

Q. Did it contribute to the completion of the project? 
A. It may have, but it represented added expense which 
would not have been incurred if the cessation had not taken 
place. 

[9799] Q. Did you consider Commission’s Exhibits 175 and 
181 in reaching your determination to recommend the elimi¬ 
nation of these two amounts? Do you have copies of those 
before you, Mr. Newlands? A. I think I have. 
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Mb. Goldbebg: What were the numbers! 175 and 

181! 

Mb. King: That is correct. 

The Witness: May I have the question, please! 

(Question read.) 

The Witness: Yes, I considered them. 

By Mb. King: 

Q. Those exhibits indicated to you that Mr. Hutchinson 
did perform work during 1908. Isn’t that correct! A. 
Without reading it all the way through it indicates to me 
that Mr. Hutchinson made a report to Mr. Dimock of the 
situation in 1908 and that Mr. Cooper reported to him on 
April 13, 1908 as to the projected work from April to Oc¬ 
tober, 1908. 

Q. Does that mean the answer to my question is 
“Yes”! 

The Witness: I will have to have the question again. 

(Question read.) 

The Witness: It indicated that Mr. Hutchinson did 
some work but not that the work contributed to the com¬ 
pletion of the job. 

By Mb. King: 

Q. I didn’t ask you that. I just asked you if it [9800] 
indicated to you that he performed work during the period 
we are discussing. The answer is “Yes”, as I understand 
it. Is that correct! A. He performed work of some 
nature. 

Q. Mr. Newlands, did you know who Boyd Ehle was! 
A. Yes. 

Q. Who was he! A. He was Mr. Hutchinson’s as¬ 
sistant. He was resident engineer at the job of McCall 
Ferry Power Company. 

Q. Was he the only person who worked under or for 
Mr. Hutchinson! A. No, there were other persons. 
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Q. He was one of the ones who worked for Mr. 
Hutchinson? A. That is right. 

Q. Mr. Newlands, I show you a file taken from the com¬ 
pany’s records, which file was obtained by your Staff dur¬ 
ing its investigation, and which contains approximately 70 
letters to Hutchinson from Ehle and from Ehle to Hutchin¬ 
son, during 1908. Did you or any member of your staff 
working under your direction consider that file? 

• • • 

[9801] The Witness: I cannot tell without looking at the 
particular file. 

By Mb. King : 

Q. Will you look at it, Mr. Newlands? A. Yes, I 
have seen this file in connection with my investigation. 

Q. What consideration, if any, did you give to the 
letters in that file? A. I considered the facts as in¬ 
dicated by the letters. 

Q. Have you considered those facts in arriving at your 
determination to recommend the elimination of the two 
amounts paid to Mr. Hutchinson? A. That is right. 

Q. Do you know whether or not Mr. Hutchinson 
brought suit against McCall Ferry Power Company to col¬ 
lect an amount of $13,416.59? A. Yes, I believe so. 
[9802] Q. Do you know that in addition to bringing suit 
he attached available property of McCall Ferry Power 
Company? A. Yes. 

Q. Do you know that that suit was settled for less than 
the amount claimed by McCall Ferry Power Company? 
A. As I understand it it was settled by the payment of the 
$5,000 to which you have referred previously. 

Q. Mr. Newlands, did the file which I have just ex¬ 
hibited to you, and which you said you considered in mak¬ 
ing your determination, indicate to you that Hutchinson 
did work during 1908? A. It indicated that he was en¬ 
gaged in some activity in connection with the project. 
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[9806] By Mr. King : 

Q. Do you have Commission Exhibit 158, Mr. New¬ 
lands, in front of you? A. Yes, I have. 

Q. That is a letter from P. G. Bartlett of Simpson, 
Thacher and Bartlett to Mr. Cary T. Hutchinson, dated 
January 20, 1906. Is that correct? A. Yes. 

Q. Did you take that lettej- into consideration in reach¬ 
ing your recommendations and conclusions and suggestions 
in Exhibit 51? A. Yes, I did. 

Q. What consideration did you give paragraph 1 of 
that letter? A. Do you want to know how I used it? 

Q. I want to know what the first paragraph means to 
you. A. It means that Harvey Fisk and Sons were to 
distribute a part of the common stock which was owned by 
Cary T. Hutchinson. 

Q. You mean it indicates to you that Cary T. Hutchin¬ 
son [9807] owned all of the stock? A. It indicates to 
me that at this time he did not own all of the stock. 

Q. What does the second paragraph mean to you? 
A. It indicates to me that Harvey Fisk and Sons were act¬ 
ing as a trustee to keep the stock owned by Hutchinson in 
safe-keeping for him. 

Q. You mean the part owned by him or all of the stock? 
A. It indicates to me all of the stock. 

Q. And the first paragraph indicates to you that the 
writer of the letter was referring only to a part of the 
stock. Is that correct? A. That is right. There ap¬ 
parently seems to have been a change in the ownership of 
the stock. 

Q. You mean during the time the letter was written? 
A. No, during the period in which it was held in safe¬ 
keeping by Harvey Fisk and Sons. That is a change in the 
ownership of part of the stock, of course. 

Q. Now, I show you a photostatic copy dated Janu¬ 
ary 18,1906 from Cary T. Hutchinson to Simpson, Thacher 
and Bartlett and ask you if you examined that letter? 
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The Witness: I have seen that letter. 

• • • 

[9810] Q. Mr. Newlands, will you turn to page 9 of the 
Schedule of Exhibit 51? Do you have that before you? 
A. Yes, I have. 

Q. I direct your attention, Mr. Newlands, to Job Order 
No. C-2640 in the amount of $20,615. Do you find that item? 
A. That is right. 

Q. Was not that job in service, Mr. Newlands, at the 
end of December, 1945? A. Not that I know of. It was 
not included in the power bill at that date. 

Q. You deny that it was in service? A. I just don’t 
know. So far as I know it was not. 

Q. I call your attention to Job Order No. B-2694. Do 
you find that? It is further down the page from the one I 
just referred to. A. Yes, I have that. 

Q. Was that in service at the end of December, 1945, 
if you know? [9811] A. Well, that is a credit item. It 
is a reduction of the costs which appear on the books. If 
this amount were closed to plant accounts the plant ac- 
counts would be reduced. 

Q. Take the item “Job Order C-2740” in the amount 
of $207.82. A. Yes. 

Q. Was that in service at the end of December, 1945? 
A. I will have to look in my work papers. I think I may 
have some information on that. I don’t recall offhand. 

Q. Will you refer to your work papers? A. No, I 
have no information as to whether that job was placed in 
service. It was not included in the power bill, however. 

Q. How about the prior one that I inquired about, 
C-2640? Do your work papers throw any light or informa¬ 
tion throw any light on that? A. My work papers would 
indicate that that had not been placed in service. 

Q. What is the date of those work papers? A. Jan¬ 
uary 24, 1946. I believe I have stated previously that was 
not included in the power bilL 
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Q. Now, Mr. Newlands, take item Job Order B-2711. 
Was that in service at the end of December, 1945? A. 
Did you say B-2771? 

Q. B-2711—$2,195. [9812] A. My work papers 

would indicate that that had not been placed in service and 
it was not included in the power bill. 

Q. Now, take the next item, C-2722 in the amount of 
$1,071.13. Was not that in service at the end of December, 
1945? A. Ordinarily items of that nature are in serv¬ 
ice immediately that they are purchased; that is calculating 
machines and furniture and so forth. 

Q. Does that mean your statement is that that item was 
in service at the end of that time? A. That probably 
was in service at the end of 1945. 

Q. Take the next item, C-2725, in the amount of 
$14,992.75. Was not that item in service at the end of 
December, 1945? A. This indicates it was not. The 
property was purchased from T. S. Martin by contract 
dated December 10,1945. It was property used by Martin 
in recovering river coal from the river. By that date I 
believe river coal operations would have stopped and there 
would be no opportunity to put it in service until river coal 
operations began again in the spring. I understand that 
the equipment was pretty dilapidated in any case. 

Q. Do you know what date the river coal operations 
stopped in 1945? A. No, I do not know the exact date. 

Q. Then how do you draw the conclusion you just 
stated? [9813] A. It is my impression that river coal 
operations usually stop before this particular date. 

Q. You mean that is an assumption on your part. Is 
that correct? A. It is an assumption based on things I 
have seen in the records, but I cannot put my finger on the 
exact information. That item also was not included in the 
power bill. 

Q. Do you know whether or not that property repre¬ 
sented by that job order was used to store the river coal 



John M. Newlands, Cross 


1453 


fleet over the winter? A. Whether the particular prop- 
erty which was acquired here did that? 

Q. That is right. A. No, I don’t know, but- 

Q. That is all I asked you, Mr. Newlands, if you knew. 

Turn to page 10 of the schedules, which is the next page 
to the one we have been discussing, and refer to the item 
represented by Job Order C-2642 in the amount of $463.20. 

Was not the property represented by that item in serv¬ 
ice by the end of December, 1945? A. Yes, that was 
placed in service on December 14, 1945. That was not in¬ 
cluded in the power bill, either. 

Q. Take the next item represented by Job Order C- 
2672 in the amount of $678.75. Was not that in service at 
the end of December, 1945? [9814] A. That item went 

into service on December 26, 1945, but was not included in 
the power bill for 1945. 

Q. Take the next item, Job Order No. C-2701 in the 
amount of $886.51. Was not the property represented by 
that item in service at the end of December, 1945? A. 
That property went into service on December 7, 1945, but 
was not included in the 1945 power bill. 

Q. Take the next item, C-2704 in the amount of $396.57. 
Was not the property represented in that item in service 
at the end of December 1945? A. That job was placed 
in service on December 22, 1945, but was not included in 
the power bill for 1945. 

[9815] Q. Take the next item, Mr. Newlands, Job Order 
Number C-2707 in the amount of $800. Was not the prop¬ 
erty represented in that item in service at the end of De¬ 
cember, 1945? A. My explanation for that item would 
be similar to the explanation for Job Order 2725, purchase 
of- 

Q. 2725? A. That is correct, purchase of Thomas 
S. Martin and Pequea Fuel Company. 

Q. That is on page 9, the job order you just referred 
to? Is that correct? A. That is right. It consists of 
coal barges in dilapidated condition purchased from Martin 
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Coal Company. So far as I know they were not in service 
at that date. 

Q. Do you know whether that property was in service 
during December of 1945? A. I don’t know definitely, 
but from the information I do have available I would say 
it was not in service. That item was not included in the 
power bill for 1945, either. 

Mr. King: May we have the last question and 
answer read back, Mr. Examiner? 

Trial Examiner: Yes. 

(Question and answer read.) 

[9816] By Mr. King: 

Q. You mean the property was not being used? A. 
That is correct, by Pennsylvania Water and Power Com¬ 
pany. 

Q. Do you know that fact or are you guessing at it? 
A. No, I am drawing that conclusion from the facts that 
are available to me concerning this transaction. 

• • • 

[9831] By Mr. King: 

Q. Mr. Newlands, would you please turn to Exhibit 
56? Do you have that in front of you, Mr. Newlands? 
A. Yes, I have that. 

Q. Did you prepare that exhibit? A. Yes, I pre¬ 
pared this exhibit. 

Q. Do you assume full responsibility for the exhibit? 
A. Yes, I do. 

Q. Would you please give me the basis for the calcula¬ 
tion of the amount of $4,495,500 in column 1 of this exhibit? 

• • • 

[9832] The Witness: That represents the amount of cash 
paid in, represents 60 per cent of the amount of cash paid 
in on the McCall Ferry bonds which were exchanged for 
Pennsylvania Water and Power Company securities. 
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By Mr. King: 

Q. That represents, then, cash paid in on bonds. Is 
that right ? A. Yes. I can clarify my explanation if you 
are uncertain as to what I mean. 

Q. I think we understand what you mean, Mr. New¬ 
lands. Does that same basis apply, or rather does that 
same calculation apply to the amount of $4,495,500 from 
the years 1911 to 1945? A. To 1925, did you say? 

Q. 1945. In other words, does that same basis apply 
in connection with all of the figures in column 1 on Exhibit 
56? A. That is right. It is included all through there. 

Q. Mr. Newlands, again referring to column 1 of Ex¬ 
hibit 56, the year 1915—that is the dollars opposite the year 
1915—do not those dollars represent only the [9833] cash 
paid into the company on approximately 45,000 shares of 
common stock? A. It represents cash paid into the com¬ 
pany on all the common stock that was outstanding at tha t 
time. I have forgotten whether that is the exact number 
of shares outstanding or not. 

Q. How many shares were there? A. Well, the au¬ 
thorization was 50,000 shares originally. 

Q. What I want to know, Mr. Newlands, is how many 
shares of Penn Water common stock does the amount of 
$4,495,500 apply to. A. What amount, what number of 
shares? 

Q. Correct. A. It applies to 49,950 shares. 

Q. Don’t you mean 44,000 instead of 49,000? A. 
No, 49,950. 

Q. Was it $100 par stock? A. Oh, that amount of 
cash paid in applies to all the stock outstanding at that 
time, not just the 49,950 I mentioned. The amount was 
84,950. 

Q. How many shares of stock went to the McCall bond¬ 
holders? A. 49,950 shares should have gone to the Mc¬ 
Call bondholders but a few of them were not exchanged. 
That is, [9834] J. E. Aldred bought $66,000 worth of bonds. 
However, I have included those bonds in this calculation. 
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Q. You mean the 49,000? A. That is right. 

Q. Well, isn’t it true that the only cash represented in 
the figure we are discussing represented those 49,000 
shares ? A. The amount of cash I have shown in column 
1 represents the only cash that was paid in on any out¬ 
standing capital stock. The total capital stock outstand¬ 
ing was 84,950 shares. 

Q. Well, Mr. Newlands, doesn’t the $4,495,500 repre¬ 
sent cash that was paid in by the McCall Company bond¬ 
holders? Isn’t that correct? A. That is right. 

Q. And they received only the 49,000 shares that you 
have just mentioned. Is that correct? A. That is right, 
there was no cash paid in on the other shares. 

Q. Now, will you refer to column 2 on that exhibit. Do 
not the dollars in column 2 opposite the year 1915 represent 
dividends paid on approximately 85,000 shares? A. 
That is right. 

Q. Now, Mr. Newlands, would not the 7.6 per cent in 
column 3 opposite the year 1915 be substantially reduced 
[9835] if the dividends shown in column 2 were those paid 
only on the number of shares represented by the $4,495,500? 
A. If you make that assumption and make that calculation 
you would have a smaller percentage, but that is not what 
I was doing here. 

Q. I am not asking what you did. I am asking you 
to answer my question. Will you please figure—Do you 
have some scratch paper in front of you? A. Yes. 

Q. What percentage would be if you divided the 
amount in column 1 into the dividends which were paid to 
the stockholders who paid in the cash? A. Do you mean 
by that the capital stock which went to the McCall Ferry 
bondholders? 

Q. That is right. A. You don’t happen to have the 
amount of dividends that applied to that stock, do you? 

Q. It was $4 a share, Mr. Newlands. A. It would 
be approximately 4.4 per cent. 

Q. Would there be a similar reduction in each year if 
you made the same calculation for each year? A. If you 
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made a similar calculation based on your assumptions, you 
would obtain a similar reduction. I don’t know what would 
be the exact percentage, but there would be some reduction. 
[9836] Q. It would be substantial, wouldn’t it? A. 
Well, I haven’t made the calculation for later years. I 
am not certain. It would amount to at least one or two 
per cent, I imagine, in any year. 

Q. The one you just calculated amounted to approxi¬ 
mately 45 per cent, didn’t it? A. When I said one or 
two per cent, I meant one or two per cent as compared with 
18 or 25 per cent. I wasn’t referring to a proportion be¬ 
tween the percentages shown here and the percentage I 
just calculated. 

Q. I want the proportion. A. Let me make myself 
clear. When I arrived at my calculation I arrived at 4.4 
per cent which represented the relationship of the dividend 
of $199,800 which would be payable on the shares originally 
given to the McCall Ferry bondholders. 

Q. I am asking if you made that same assumption all 
down the line in column 3 would you not get a substantial 
reduction? 

• • • 

[9837] A. I would obtain a reduction. It would be not 45 
per cent which you mentioned, nor anywhere near that, but 

I don’t know what it would be. 

• • • 


[9935] SAMUEL JOSEPH 

• • • 

Cross-Examination. 

By Mr. Sparks : 

• • • 

[9956] Q. Do returns required by investors depend upon 
the investors’ appraisals of the risks present in the in¬ 
vestment? 
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The Witness: Yes. 

• • • 

[9958] Q. Does the cost of capital depend upon the inves¬ 
tor’s appraisal of the risks present in the investment? 
A. Yes. 

• • • 

[9964] Q. Is the ownership of Penn Water common stock 
widely distributed, Mr. Joseph? A. Sufficiently so to be 
traded. 

• • • 

[9965] Q. Mr. Joseph, can you name ten other electric 

utility common stocks which are more widely held than the 

Penn Water common stock? 

• • • 

The Witness: I don’t know that I can. 

• • • 

[9972] Q. Mr. Joseph, are you familiar with the Federal 
Communications Commission’s study of the problem of the 
rate of return on public utility regulation dated June 15, 
1938? A. Yes, I am. 

[9973] Q. I call your attention, Mr. Joseph, to page 76 of 
that report and to the following words: 

“While it is true that the prospects of a future 
rise or fall in the market price of stocks have their in¬ 
fluence (and at times may even be controlling), it is 
believed that the financial and operating characteris¬ 
tics of the particular utility eventually dominate the 
investing public’s evaluation of its securities. In many 
cases, this will not result unless the period used is long 
enough to even out the effect of market factors extrane¬ 
ous to the individual corporation’s situation. In any 
event, however, it seems to be generally conceded that 
the long-run average eamings-price ratio, more ac¬ 
curately than any other single factor, reflects the inves¬ 
tor’s composite evaluation of all fundamental influ¬ 
ences affecting the corporation.” 
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Q. Do you agree with those statements! 

• • • 

[9974] A. I do agree with the last sentence. 

Q. And you are in substantial agreement with the 
other sentences that I have read. Is that correct? A. 
Yes. 

Q. When you had in mind the Bluefield decision for 
the purpose of preparing Exhibit 46, what did you consider 
to be the meaning of the word “investments” which is con¬ 
tained in the clause “—investments in other business un¬ 
dertakings which are attended by corresponding risks and 
uncertainties”? A. Investments there I think means, 
or may be taken to mean, the outstanding securities of other 
similar enterprises. 

• • • 

[9975] Q. In the preparation of the evidence of the fair 
rate of return which is contained in Exhibit 46, did you 
consider or assume the adoption by the Commission of any 
particular kind of rate base? A. I assumed that the 
Commission would allow a fair rate of return applied to a 
rate base which would be at least equal to the investor’s 
investment in the property. 

• • • 

[9984] Q. Now, Mr. Joseph, you have stated that Exhibit 
46 would be an adequate sound basis for the determination 
of a fair rate of return for the Detroit Edison Company, 
and I assume that you would also state, would you not, 
that the Exhibit would be an adequate and sound basis for 
the determination of a fair rate of return for each of the 
other fourteen electric companies shown on page 38-A of 
the exhibit? A. It would be very helpful 

Q. Well, would it be adequate and sound basis for the 
determination of the fair rate of return? A. After I had 
made the check that I say I would like [9985] to make, I 
think I could then say that it would be for each of these 
fourteen companies an adequate and sound basis. 
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Q. In other words, you would say Yes to my question 
if your investigation of each of the companies disclosed 
no peculiarities which would indicate to you that different 
individual special treatment ought to be given to one of 
the companies. Is that correct? A. Exactly right; yes, 
sir. 

• • • 

[9988] Q. Now, Mr. Joseph, why did you exclude from 
Exhibit 46 any data with respect to cost to the company of 
debt capital experienced by Penn Water? A. Why did 
I not include it ? 

Q. Right. A. Because the information shown in my 
opinion was sufficient, having in mind that the Commission 
would have before it a complete detail concerning the cost 
of debt capital of the Pennsylvania Water and Power Com¬ 
pany from another witness. 

• • • 

[9993] Q. Just prior to the noon recess, Mr. Joseph, you 
referred [9994] to Exhibit 51 in this case which was Mr. 
Newlands’ report for data showing the experienced costs 
of debt capital to Penn Water, did you not? A. Yes, I 
did. 

Q. On what pages of that Exhibit are those costs 
shown? A. One reference is found on page 4. 

Q. Are there any other pages on which those costs are 
shown? A. You might also refer to page 6, and I think 
that is the extent of it in Exhibit 51. 

Q. Do you know of any other exhibit which contains 
that data? A. It may be contained in the balance sheet 
exhibit. 

Q. Do you recall the number of that exhibit? A. 
No, I do not. 

Q. Could you ascertain whether it is contained in the 
balance sheet exhibit? A. Yes, I will. 

Q. Now, what does Exhibit 51 show to have been the 
experienced cost of debt capital to Penn Water, Mr. Jo¬ 
seph? A. It shows that in 1939 Penn Water issued 
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$10,900,000 face amount of 3% per cent bonds at 102. It 
shows that in 1940 Penn Water issued $10,962,000, 3% per 
cent bonds at 103. The first series was due in 1964; the 
second series was due in 1970. You can conclude from that 
that the [9995] experienced cost of capital for these issues 
was in the neighborhood of 3^ per cent. 

• • • 

Q. Well, then, is it correct to say that Exhibit 51 pro¬ 
vides data which enables you to determine the yield at the 
price to the public, but that it does not include data show¬ 
ing the experienced cost of capital, debt capital, to Penn 
Water? [9996] A. For that issue? For that issue, Ex¬ 
hibit 51 does not have all of the information sufficient to 
determine the precise cost of the capital on these bonds. 
However, the information is quite readily available, I am 
sure. 

Q. Well, when you say it is quite readily available, Mr. 
Joseph, do you know whether it is available as evidence 
in this case? A. No, I do not. 

Q. I understood you to say, I believe, before the noon 
recess, that such data should be considered by the Com¬ 
mission in its determination of fair return. Is that cor¬ 
rect? A. Yes, it should. Of course you understand, Mr. 
Sparks, that we are talking about a very, very small item. 

Q. In what connection do you make that observation, 
Mr. Joseph? A. Well, I mean that in the illustration 
that I gave where the bonds sold at par and the yield was 
3% per cent, the cost to that capital to the company is not 
going to be very much over 3% per cent. 

• • • 

[10028] Q. Isn’t it true, Mr. Joseph, that in recent years 
the restrictions which we have mentioned provided in in¬ 
denture provisions have resulted in all bonds being of 
higher quality? A. The tendency would certainly be 
that way, yes. 
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Q. And that is true, is it not, of the bonds [10029] 
represented in the indices on pages 1 to 19 of Exhibit 46? 
A. Generally I would say so, yes. 

• • • 

Q. Well, isn’t it true that the decline in yields as shown 
in your averages is for reasons other than the decline in the 
return expected by investors on bonds of identical quality ? 
[10030] A. It contains the effect of what we have been 
discussing. 

Q. Well, are you saying, then, that the decline as 
shown in your averages includes the decline brought about 
by these tightening of protective features in indentures and 
the consequent improvement in the quality of the bonds? 
A. Well, it includes the effect of that, yes. 

Q. In other words, then, the decline in the average 
yield shown on page 5 of Exhibit 46 is due in part to a les¬ 
sening of the risks assumed by bondholders? A. Well, 
it includes the effect of that element. If you were to say 
that a portion of this decline would have taken place, all 
other things being equal because of the better protection, 
that would probably be true. But the decline has not taken 
place because of the better protection. Am I clear on that? 

Q. Well, I gathered from your previous answer that 
that was one reason for the decline. A. For a decline? 

Q. For the decline reflected in your study, namely, the 
increase in protective features in the indentures. A. 
Well, perhaps I can explain my point by illustration: The 
investor, let us say, is satisfied today that he is getting 
better protection in the indenture than he was years ago. 
He probably is, and on that score he [10031] says, “I will 
accept less of a return than I would years ago.” 

But it does not follow that he today believes he is as¬ 
suming less risk in the purchase of a utility bond than he 
did in 1920. Isn’t that clear? 

Q. Why not? A. Well, one reason that I might 
mention would be that many people believe that the regu¬ 
latory authorities adopting the principles that the utility 




Samuel Joseph, Cross 


1463 


shall be allowed a return only upon investment are setting 
about to wreck the utility, and it may be that some in¬ 
vestors of that notion, that if they get a return only on 
their investment, that is not enough. We are assuming 
risks tremendously greater than we did in 1920 when we 
could expect that the regulatory authorities would allow us 
a return on just about what we asked for by way of re¬ 
production cost, and so on. 

Now, I am saying that the effect of what we have been 
discussing is included in these averages, but it does not 
follow that the decline has taken place because investors 
now believe that investment in utility bonds over-all are 
so much safer than they were in 1920, because of these in¬ 
denture provisions. 

• • • 

[10033] Q. These tightened protective features which we 
have been referring to, Mr. Joseph, result in additional 
burdens being assumed by others than the bondholders, do 
they not? A. Yes, that is probably true. When the 
bondholder is better protected, the other investors are as¬ 
suming certain additional burdens. 

• • # 

[10034] Q. Then you do not agree that the risk of which 
the bondholders are relieved are shifted to the common 
stockholders. Is that correct? A. There is a shifting, 
yes. 

Q. To the common stockholder? [10035] A. To the 
other investors. 

Q. Which would include the common stockholder? 

A. Which would include the common stockholders. 

• • • 

[10040] Q. Assuming that all other factors are equal, is 
the cost of new money to an enterprise higher or lower than 

the cost of money for refinancing? A. Probably higher. 

• • • 

[10049] A. You asked me concerning the number of stock¬ 
holders of Pennsylvania Water and Power Company. 
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I find in Moody ’s Manual of Investments that the num¬ 
ber of stockholders, common stockholders as of December 
15,1945, is reported as 6528. 

• • • 

[10056] Q. Is the cost of capital to a particular utility 
enterprise the measure of a fair rate of return to that utility 
enterprise? A. Not always, no. 

Q. What are the exceptions in your opinion, Mr. 
Joseph? A. Well, you have certain costs of capital that 
[10057] may be changeable, and if they can be changed to 
benefit the utility and the public, that change should prob¬ 
ably be considered in establishing the fair rate of return 
rather than the actual cost of the outstanding capital. I 
have in mind if outstanding bonds, for example, are at 
very high interest rates which can and should be refunded, 
then in establishing the fair rate of return the authorities 
might consider what could be done in such a refunding 
operation. 

Q. Now, are there any other exceptions, Mr. Joseph, 
which you have in mind? A. The cost of capital that 
was incurred many years ago in connection with the issu¬ 
ance of other securities would likewise be superseded by 
allowing what is today a fair rate of return upon the re¬ 
maining investment. I have in mind this: If 30 years ago 
the company that you spoke of issued stock at a cost to it 
of 15 per cent, and we are today considering what is the 
fair return for such a company, we would say that the fair 
return is what other similar investments today are yielding. 
I think maybe that would become more clear, Mr. Sparks, 
if we reversed the example that I gave. It seems to me 
that is usually clearer to utility representatives. 

If some years ago the utility issued stock at a cost to 
it of two per cent and today similar investments are [10058] 
earning six per cent, the utilities are quick to realize that 
the allowance of only two per cent would be rather unfair. 

Q. Are there any other exceptions, Mr. Joseph? A. 
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And so I say that in determining the fair rate of return, 
the attempt is to allow what is fair upon similar invest¬ 
ments today, and the cost of capital, unless it is for some 
reason frozen, does not have a decisive effect upon the fair 
rate of return. 

Q. .Well, what you are saying, then, Mr. Joseph, is this, 
is it not? That today’s cost of capital to the particular 
utility enterprise is the measure of the fair rate of return 
to that enterprise? A. Well, perhaps that means what 
I have said. The attempt is to allow the utility a fair rate 
of return based upon what other similar investments are 
yielding, subject, however, to the fact that if the particular 
utility under review is for some reason burdened with cer¬ 
tain costs that it can’t escape, that should be taken into 
consideration. I mean, for example, if the Pennsylvania 
Water and Power Company bonds had been issued at five 
per cent, let us say, with the approval of the Securities and 
Exchange Commission or the Federal Power Commission 
or some public authority, were not now refundable, these 
interest rates then were an inescapable cost to Penn Water 
and Power [10059] Company and I should think those costs 
would be allowed by the Regulatory Commission in the over¬ 
all return. 

• • • 

[10082] Q. Mr. Joseph, what would be the direction of the 
effect of these figures on page 44 if the fair rate of return 
were to be determined in say 1933? A. If we were deter¬ 
mining a fair rate of return for a utility in 1933, I would 
say that the tendency of the [10083] direction which you 
are asking me about would be downward. It would be so 
not only because you would get it from this sheet, but be¬ 
cause at the pit of the depression if you were charged with 
finding a fair rate of return for a utility, I think you would 
be disinclined to find that the rate should be very high. 

You would be more inclined to feel that if the utility 
can get along with a certain low rate for a period of time 
while the nation is suffering from a very grave depression, 
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and if that low rate would be fair, you would be inclined 
to have the utility take some share of the effects of a de¬ 
pression. 

Q. Well, then, Mr. Joseph, I take it from your answer 
that in periods of prosperity the direction of the effect or 
the tendency of the direction of the effect would be upward 
of the data on page 44? A. Well, I suppose you draw 
that conclusion because I have said that in a period of de¬ 
pression the direction or tendency might be downward. 

I feel somewhat differently about it today in interpret¬ 
ing these figures today. If I were charged with the re¬ 
sponsibility of finding a fair rate of return for Pennsylvania 
Water and Power, I would have this information before me. 
I would have other information before me. I would feel 
that a determination made from reviewing what invest¬ 
ments of a similar [10084] nature of yielding would be a 
sound one. I would look at pages 41, 42, 43 and 44, and 
there I would find nothing that would indicate to me that 
Pennsylvania Water and Power is going to be in any seri¬ 
ous jeopardy if I were to allow it a rate of return deter¬ 
mined to be fair from a review of what other similar in¬ 
vestments are today yielding. 

Q. Does that mean, Mr. Joseph, that if you were de¬ 
termining the fair rate of return today, you would give 
less effect to the statistics shown on pages 41 to 44 of your 
exhibit than if you were determining the fair rate of re¬ 
turn in 1933? A. Probably so, but I would say it some¬ 
what differently. 

In 1933 the country was faced with a situation which 
required a somewhat different consideration, but today the 
level of activity is such that we need not make that special 
sort of allowance or determination. 

• • • 

[10088] Q. Mr. Joseph, will you turn, please, to pages 46 
and 47 of your Exhibit 46. What is the significance and 
meaning of the data shown on those two pages of your ex- 
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hibit for the determination of the fair rate of return to 
Penn Water? A. These again are general economic sta¬ 
tistics of the level of economic activity and are matters 
which I consider are of interest to those charged with the 
duty of determining fair rate of return for a public utility. 

Q. Well, Mr. Joseph, was the basis of your selection of 
these data on pages 46 and 47 the fact that they may be of 
interest to the Commission? A. And helpful to the Com¬ 
mission in solving the problem of fair rate of return. 

Q. In what way would they be helpful? A. Well, 
again, I say that if you are charged with the responsibility 
of determining a fair rate of return, you are interested in 
what the level of economic activity throughout the country 
is. To say otherwise, it seems to me, Mr. Sparks, would 
be to attempt to maintain the position that Penn Water 
and Power is in such a situation that [10089] it operates 
independently of the country as a whole. If it could be 
shown that Pennsylvania Water and Power’s earnings were 
so safe and so secure that whatever happened to the coun¬ 
try at large would have very little or any effect upon Penn¬ 
sylvania Water and Power, then I would say that perhaps 
these indices and figures were superfluous. But if Pennsyl¬ 
vania Water and Power is a part of our general economy 
and is subject to those influences which affect our general 
economy, then in considering what is a fair return for that 
utility you would be interested to find out how the economy 
as a whole is getting along. 

Courts and Commissions have reviewed statistics of a 
similar nature in their reviews of the problem of fair rate 
of return. 
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[10166] CLIFTON H. HOWELL. 

• • • 

Cross-Examination (Continued). 

By Mr. Myse : 

• • • 

[10179] Q. Bid you have discussions or did you confer with 
any of the customers of Penn Water in connection with the 
loads and operations on their system? A. Yes, I did. 

Q. Which customers? A. Particularly Consolidated 
of Baltimore and the Pennsylvania Power and Light rela¬ 
tive to the 25-cycle supply. I did not interrogate them at 
all on the 60-cycle supply. 

Q. What did you learn from Baltimore in connection 
with the loads on the 25-cycle system? A. That the 25- 
cycle load was holding up pretty well. 

Q. Did you go into anything more specific with respect 
to the load shape of Baltimore in connection with their de¬ 
mands on the 25-cycle system at Holtwood? A. No, I 
did not. 

Q. What about the 25-cycle demands by Pennsylvania 
Power and Light Company on the Holtwood system? Did 
you go into any particulars with respect to their load shape? 
A. Yes, that had reduced considerably over the years. It 
was about 6,200 kilowatts at the time I made my inquiry 
to the Pennsylvania Power and Light, having at one time 
been about 15,000. 

[10180] Q. Is that the conclusion from your investigation 
that the demands by Pennsylvania Power and Light Com¬ 
pany on the 25-cycle system of Holtwood would continually 
decrease? A. Down to a point. They have one rather 
large customer there, and it seemed that that load would 
hold up fairly well. They were undertaking at that time 
to eliminate a number of small 25-cycle customers and re¬ 
place them with 60-cycle service. 

Q. Other than this one customer to which you referred, 
the 25-cycle demand by Pennsylvania Power and Light 
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Company on the Holtwood system will tend to decrease in 
the future. Is that right? A. I say down to a certain 
point. I couldn’t see where one of their large customers 
would go below, very much below, its present demand. 

Q. Did you investigate that one customer you speak of 
to determine whether or not they had any plans to change 
over to 60-cycle? A. No, I didn’t. It seemed sufficient 
to spend no more time on it after having been advised by 
some of the engineers, the commercial engineers of the 
Pennsylvania Power and Light Company, as to the inten¬ 
tions of this company. 

Q. When you say 4 ‘this company” you mean this one 
company? [10181] A. The Crown Cork and Seal Com¬ 
pany. 

Q. It is really Armstrong Cork? A. Yes, Arm¬ 
strong. 

Q. What load would Armstrong Cork continue to take 
from the Holtwood system? 

Mr. Goldberg : You mean Pennsylvania Power and 

Light, don’t you? 

The Witness: I don’t believe I recall exactly what the 
Armstrong Cork load was. It was something less than 
6 , 000 . 

By Mr. Myse : 

Q. Did you investigate at the Pennsylvania Power and 
Light Company to determine whether or not any of their 
converters would be used in serving Armstrong Cork, that 
is converting 60-cycle energy to 25-cycle energy? A. 
No. I asked them what they expected to do with these 
converters, being so much larger than their present load. 
They said they were going to hold them in. They saw no 
reason to change them. But they did not lead me to believe 
at all that they would convert 60-cycle to 25 for the purpose 
of the Armstrong Cork. 
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Q. How much capacity in converters from 25- to 60- 
cycle, or the reverse, does P. P. and L. now have. A. 
15,000 kilowatts to the best of my recollection. 

• • • 

[10183] (The reporter read the following question: 

“Q. At page 2 of Exhibit 47, paragraph 1, and 
again beginning at page 8 and continuing on to 
page 15 you discuss, as I understand it, the 25-cycle 
generating facilities at Holtwood. Is that right?”) 

The Witness: That is correct. 

By Mb. Myse: 

Q. As I understand it, the purpose of operating the 
eight out of the ten main generating units is to supply 25- 
cycle service to certain customers. Isn’t that correct? 
A. Well, the eight generators are to develop 25-cycle power. 
I wouldn’t say certain customers. 

Q. Who uses the power, as you put it, which is gen¬ 
erated by the eight 25-cycle generators at Holtwood? A. 
The output is sold to Baltimore with the exception of that 
which is sold in Pennsylvania. 

• • • 

[10195] Q. At page 16, paragraph 1, beginning at line 8 
of Exhibit 47, didn’t you there make some statements about 
the capacity supplied Pennsylvania Power and Light Com¬ 
pany? A. Yes, I had previously said that this morning, 
that I found that they supplied approximately 6500 kw to 
the Pennsylvania Power and Light. 

Q. How did you determine that fact? [10196] A. 
Conferences with the engineers and officials of the Penn¬ 
sylvania Power and Light Company. 

Q. Didn’t those engineers tell you what the relative 
proportion of the supply to Baltimore was at the same time? 
A. No, we didn’t discuss Baltimore. 

Q. In terms of the 6500 kw capacity supplied, as you 
say, to Pennsylvania Power and Light Company in 1944, 
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roughly what proportion is that of the total capacity avail¬ 
able from the 25-cycle system at Holtwood? 

Mb. Goldberg: May I have the question, please ? 

(Question read.) 

The Witness: It would be the ratio of 6500 to the 25- 
cycle capacity generating capacity at Holtwood, which I 
believe is 87,000. 

• • • 

[10206] Q. As I understand your exhibit, Mr. Howell, you 
show in it that there are two hydro units and two steam 
units at Holtwood which provide 60-cycle service. Is that 
[10207] right t A. Yes. 

Q. Where is the output of those units disposed? A. 
Through the 60-cycle transmission system of the Holtwood 
and Susquehanna Companies. 

Q. How does any of that energy get on the facilities 
of Susquehanna? A. There are 60-cycle circuits running 
from Holtwood through Safe Harbor on the 220 k. v. to 
Baltimore. That is a possibility. 

Q. Well, did you make any investigation to determine 
whether or not there ever was any such energy arriving on 
the 220 kv circuits from Safe Harbor to Baltimore? A. 
No, I did not. 

Q. Then you can’t say whether or not that actually 
happens, can you? A. No. There is also a 60-cycle cir¬ 
cuit running into the Pennsylvania Power and Light system. 

Q. From your knowledge of the operations as you tes¬ 
tified at page 1009 as to the Holtwood property, can you 
tell me whether or not the 60-cycle generation at Holtwood 
is transmitted to and used almost entirely by Pennsylvania 
utilities to the north? A. No, I didn’t make any inves¬ 
tigation to determine the flow of power at any point. From 
an operating standpoint [10208] it would seem reasonable 
to expect that the major portion of this 60-cycle generation 
at Holtwood would go into Pennsylvania, to the Pennsyl¬ 
vania 60-cycle customers. 
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Q. You say the major portion of it. Other than this 
disposal you referred to a moment ago through the Safe 
Harbor system and the 220 kv lines system, which you said 
you did not study, how else could it be disposed of? A. 
I don’t know of any other circuit except through the fre¬ 
quency changer. 

Q. Did you make any examination or study to deter¬ 
mine how much of the 60-cycle hydro and steam generated 
energy at Holtwood was converted from 60-cycle to 25- 
cycle energy? A. As I said before, the preparation of 
Exhibit 47 did not require such determination. 

Q. The answer is you did not make such determina¬ 
tion? A. No, I didn’t. 

Q. So you don’t know what proportion of the 60-cycle 
generation was converted at Holtwood? A. No, I don’t 
know. I didn’t determine those figures at all. 

Q. There is no electrical connection between the 60- 
cycle system and the 25-cycle system at Holtwood, is there, 
Mr. Howell? A. No, there is no electrical connection. 
There is a mechanical connection through the frequency 
changers. 

• • • 

[10210] By Mr. Myse: 

Q. Referring to the 25-cycle transformers at Holtwood 
Substation to which you referred in your Exhibit 47, as I 
understand your statements in that exhibit you say that 
seven out of nine of those transformers are used for Balti¬ 
more. Is that correct? 

• • • 

[10211] The Witness: I am referring to page 16 of the 
Exhibit 47 under the title of “Holtwood Sub-station”. I 
do not find where I have said that 7 out of 9 of the trans¬ 
formers are devoted to Baltimore service. 

By Mb. Myse: 

Q. Isn’t that the fact? A. I don’t recall that de¬ 
tail at the moment. 
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Q. Isn’t that what you meant when you so stated at 
page 17 in the Table III, column 7 ? A. Yes, that is stated 
on page 17, Table m, main transformer data, which is a 
leaf which was taken out of the revised engineering data to 
which I have previously referred as provided by the Holt- 
wood Company. 

Q. Don’t you agree with the statement? A. Yes, 
that is what it states, 7 transformers. Two of the nine are 
provided for Lancaster service. 

Q. Those two which provide for Lancaster service, did 
you make any investigation to determine whether or not 
those two, in addition to being used for Lancaster service, 
are used for Baltimore at various times? [10212] A. 
No, I didn’t investigate the bus connections there. It might 
be they could shift those. I don’t know. 

Q. If I told you it was a fact that in addition to the 7 
transformers that you show on page 17 as used for Balti¬ 
more than the two transformers also shown on that page 
as used for Lancaster are in addition used for Baltimore 
at times, would you agree? A. Yes, they could readily 
be if that arrangement is made on the bus. 

Mr. Goldberg: You mean if it is the fact does he 

agree it is the fact. If it is the fact I will even agree to it. 

By Mr. Myse: 

Q. Well, is it the fact? A. I said I did not investi¬ 
gate those transformer connections to the bus. I don’t 
know what the arrangement is for transfer. 

• • • 

[10227] Q. At page 2 of Exhibit 47, paragraph 5, the last 
sentence, you have stated “This line—” referring to the 
Gunpowder line, I believe “—is leased to the Baltimore 
Company.” Is that correct? A. Yes, sir. 

Q. What evidence did you base that statement on? 
A. I took that from one of the transmission line drawings 
that I secured from the Pennsylvania Water and Power 
Company. 
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Q. Did you make any other investigation other than 
just taking the phrase off the drawing? A. I asked one 
of the officers, I believe it was Mr. Gunn, if the Baltimore 
Company owned this so-called Gunpowder Line or if the 
Pennsylvania Water and Power Company owned it. I was 
told that the ownership laid with the Susquehanna Trans¬ 
mission Company. 

[10228] Q. Nevertheless you said it was leased by Balti¬ 
more? A. That was the best information I had, and it 
seemed a reasonable one, since the Baltimore Company 
was using the line, and it was owned by the Holtwood Com¬ 
pany or its subsidiary. Obviously there would be some 
consideration paid by Baltimore for the use of the line. 

Q. You say Baltimore is using the line. Do they ac¬ 
tually operate the line? A. It connects with one of their 
substations and runs out to Gunpowder carrying their 
power. 

Q. They don’t furnish the labor to maintain it, do 
they? A. I can’t answer that exactly in the affirmative. 
My impression is that it is maintained by the Holtwood or¬ 
ganization. 

Q. Did anyone ever refer you to a document or other 
paper or writing which might be called a lease covering the 
use of these facilities? A. No, nobody. 

Q. Did you make any investigation to determine 
whether there was such a thing? A. In seeking infor¬ 
mation for this exhibit it seemed sufficient to me to read 
from one of your published documents that it was a leased 
line and to confirm from one of the important people of 
the company that the line was owned [10228-a] by the Holt¬ 
wood Company or its subsidiary. 

Q. Did you get that confirmation in writing? A. 
No, I got it verbally. 

Q. Baltimore Company also uses another facility 
owned by Susquehanna known as the Highlandtown Sub¬ 
station, doesn’t it? A. They only use pot head terminals 
to their cables so far as I know. 
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Q. Well, they use some facilities. A. Some portion 
of them, yes. 

Q. Do yon consider those facilities leased to Baltimore 
Company? A. If I remember correctly, the contract pro¬ 
vides that space will be provided by Holtwood for the ter¬ 
minals of these cables, I mean the contract between the 
Holtwood Company and the Baltimore Company provided 
the space for these terminals to the cables. 

• • • 

[10229] Q. This much is true, isn’t it: That the Highland- 
town facility is really a distribution facility. Isn’t that 
correct? A. If I understand your question to mean that 
there are cables and pot heads that are located in the High- 
landtown Substation to be a part of the distribution, I think 
that is correct. 

Q. There would also be some other facilities in the 
[10230] substation in connection with those pot heads and 
cables which would be distribution facilities, would there 
not? 

• • • 

The Witness: The remaining part of the substation as 
I interpret it is the terminus of a transmission line and is 
a transmission substation. 

• • • 


[10314] SAMUEL JOSEPH. 

• • • 

Cross-Examination (Continued). 

By Mr. Sparks: 

Q. Referring to page 10,050, Mr. Joseph, and to the 
data which you gave on that page pertaining to the two 
bond issues of Penn Water, have you included in the per 
cent figure of 3.20 in line 10 and the per cent figure of 3.14 
in line 15 any redemption costs associated with the re¬ 
funded debt? A. I don’t think those costs are included, 
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no. They are not generally included by the Securities and 
Exchange Commission. 

Q. Have you included any part of debt discount and 
expense associated with the refunded debt in those two per 
cent figures? A. No, and I don’t think it should be in¬ 
cluded. 

Q. Why not, Mr. Joseph? A. Because that is not 
cost of this capital. That is cost of prior capital. 

• • • 

[10315] Q. Could Penn Water avoid the payment of re¬ 
demption premiums in retiring old bonds in order to be able 
to take advantage of lower interest rates? A. No. 

Q. If bonds are sold at a discount or at a premium, 
does not the discount or premium represent in effect adjust¬ 
ment of the nominal interest cost expressed by the coupon 
rate? A. Yes, it does, and therein lies the reason for 
my previous answers. As you have just said, the redeemed 
securities might well have been issued either at a discount 
or a premium, and the interest rate might well in either 
case be adjusted to the same figure. It is for that reason 
that the accident of the terms of the prior issue do not in 
my opinion affect the cost of capital of the existing issue. 

• • • 

[10318] Q. Have you stated, Mr. Joseph, why you have 
omitted such costs from your exhibit? A. I think that is 
quite well explained, yes. I might summarize to say that 
there are such costs only by reason of the accident of the 
style or fashion of the previous financing, and that in my 
opinion the costs or the premium are not costs associated 
with the new financing. 

• • • 

[10354] Q. Is it correct to say that the basis of the selection 
of the ten companies was the availability of earnings re¬ 
ports, the availability of market prices of the common 
stocks, and the representativeness of the market prices? 
A. Yes, and the representativeness of the utility itself. 
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Q. Are these common stocks, Mr. Joseph, of more than 
average marketability? A. The common stocks of these 
ten companies are of more than average marketability com¬ 
pared to the common stocks of utility companies generally. 

Q. Is that true also of the additional four common 
stocks? A. Yes, it is. 

[10355] Q. Is it true that nearly all of the fourteen com¬ 
panies have plant accounts in excess of $100,000,000 and 
that the ownership of their common stocks is widely dis¬ 
tributed? A. I think that is true. 

Q. What is the total number of electric and electric gas 
utilities having common stocks outstanding in the hands of 
the public for which market prices and earnings informa¬ 
tion are available as at about the end of 1945; do you know? 
A. I don’t know the exact number. I know that it is a good 
many more than fourteen. 

Q. What would be your answer, Mr. Joseph, if I asked 
you the same question with respect to January, 1940? 

Would you care to have the question read? A. There 
the answer would be that it is probably a good many more 
than ten. 

Q. WTiat has been the variation among the fourteen 
companies with respect to proportion of gross income avail¬ 
able for the common stockholders? A. I don’t have that 
figure in mind. There is probably a substantial variation. 

Q. Would you think, Mr. Joseph, that that variation 
would range from about forty per cent to 100 per cent? 
A. It very well might. 

Q. Have you determined the average relationship be¬ 
tween leverage and earnings-price ratio? [10356] A. 
Not the precise relationship, no. 

Q. Is there such a relationship? A. Yes, there is. 

Q. Can you tell us what it is generally? A. The 
tendency would be for the company having more stock out¬ 
standing percentagewise in relation to total capital to have 
a lower earnings price ratio. 
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Q. What has been the variation among the fourteen 
companies with respect to proportion of equity income paid 
out as dividends? A. I don’t know exactly. There has 
probably been a considerable variation. 

Q. What has been the variation among these fourteen 
companies with respect to the existence of dividend restric¬ 
tions? 

Mr. Goldberg: Imposed by a regulatory body? 

Mr. Sparks: Yes. That would include indentures, 

as well 

The Witness: I don’t know the variations in the re¬ 
strictions on payments of dividends of these various four¬ 
teen companies. 

By Mr. Sparks: 

Q. Have you determined average relationship between 
earnings-price ratio and the proportion of equity income 
paid out, Mr. Joseph? A. No, that is probably not de¬ 
terminable. 

[10357] Q. Does the equity income paid out affect the eam- 
ings-price ratio? A. Yes, it does. 

Q. And as I understand your previous answer, that is 
not measurable, the effect ? A. There is no precise meas¬ 
urement of the effect, no. 

Q. WThat is the variation among the fourteen companies 
with respect to size as measured by gross revenue? A. 
There is quite a variation. 

Q. Would you say it is substantial? A. Yes, I 
would. 

Q. Have you made any study to determine the average 
relationship between earnings price ratios and size? A. 
The earnings price ratio would tend to be lower for a larger 
company, all other things being equal. 

Q. WTiat is the variation among the fourteen companies 
with respect to proportions in non-electric business? A. 
Well, some are exclusively electric and some are not. 
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Q. Have you made any study to determine the compara¬ 
tive investor appraisals of investments in electric and gas 
or transport operations? A. Well, I have dealt with 
that problem. I think that the investor appraises the elec¬ 
tric operations more highly than he does other utility op¬ 
erations. 

Q. What is the meaning of the term “Earnings-price 
[10358] ratios,” as you have used it in connection with 
page 38 and page 38-A of Exhibit 46? A. It is the rela¬ 
tion of earnings to price. Generally the earnings are for 
the most recent period, the most recent that is to the date 
of the price that you are using. 

Q. Have you finished your answer, Mr. Joseph? A. 

Yes. 

Q. How are the earnings ascertained, Mr. Joseph? 
A. Generally they are published yearly. 

Q. Mr. Joseph, would the return expected by equity 
investors be approximately 7.11 per cent for the purpose 
of this proceeding if the rate of return determination were 
to be made as of January, 1940? 

The Witness: May I have that question again, please? 

Trial Examiner: Yes. 

(Question read.) 

The Witness: No, not necessarily. 

By Mr. Sparks: 

Q. Would the return expected by equity investors be 
approximately 12.92 per cent for the purpose of this pro¬ 
ceeding if the rate of return determination were to be 
made as of March, 1942? A. I would make the same 
answer there, Mr. Sparks. 

Q. Is the return expected by equity investors approxi¬ 
mately 4.88 per cent for the purpose of this rate of return 
[10359] determination as of the present time? A. As at 
March, 1946? 
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Q. Well, I am speaking of the present proceeding, Mr. 
Joseph. A. Well, to the extent that the data have 
changed, yon might use later data. And the 4.88 is not 
necessarily identical with the return that is expected by 
investors because of the discounting factor that we have 
previously discussed. 

Q. Would you say, Mr. Joseph, that the lower the 
earnings price ratio the better the quality of the common 
stock as viewed by investors, while the higher the earnings 
price ratio the lower the quality of the common stock as 
viewed by investors? A. There would be such a ten¬ 
dency, Mr. Sparks. 

• • • 

[10410] Q. Mr. Joseph, do not investors’ appraisals and 
investment choices determine and establish the market 
prices? A. Yes, they do. 

Q. How, then, can the investor in this appraisal 
process start with the earnings-price ratio? A. He starts 
with an earnings-price ratio which he then adjusts. 

• • • 

[10427] Q. Mr. Joseph, in which of the other instances 
shown on page 38-A have adjustments been made for non¬ 
recurring tax reductions in stating earnings for 1945? 
A. By me in no instances. 

Q. Well, were they made by anyone? [10428] A. 
By the companies, do you mean? 

Q. For instance? A. I don’t know. 

Q. Did you make no investigation of that when you 
took the figures for your earnings column on page 38-A? 
A. I made no such investigation. 

Q. You just accepted figures from the source which 
you used. Is that correct? A. I accepted the published 
figures; yes, sir. 

Q. You made no adjustments of any kind. Is that cor¬ 
rect? A. Because I thought it would be improper to 
do so. 
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Q. And you accepted those figures without any ques¬ 
tion in your mind. Is that correct? A. That I was 
doing the right thing; yes, sir. 

• • • 

[10430] Q. Mr. Joseph, do the earnings which you have 
used in computing the earnings-price ratios on page 38 of 
Exhibit 46 for periods earlier than the calendar year 1945, 
exclude in all cases income resulting from non-recurring 
tax reductions? A. To the extent that the exclusion was 
made by the company in its published reports; yes, sir. 

• • • 

[10438] Q. Mr. Joseph, yesterday we mentioned the 
$2,300,000 item in connection with Detroit Edison. I show 
you the Detroit Edison Company annual report to stock¬ 
holders for 1941 and refer you to page 9, the paragraph 
at the bottom of the page which reads as follows: 

“In computing Federal income and excess profits 
taxes for 1941, we deducted from taxable income the 
five per cent call premium, $2,500,000, paid for re¬ 
demption of series ‘D’ bonds on March 1, 1941, plus 
the unamortized bond discount and expense amount¬ 
ing to $700,000. We estimate that these non-recurring 
allowable deductions reduced our Federal income and 
excess profits taxes by $2,300,000.” 

Have I read that correctly? A. Yes, sir. 

Q. Now, was net income adjusted by the company for 
that amount, Mr. Joseph? A. I take it that it was not. 

• • • 

[10441] Q. Well, let me ask you, Mr. Joseph, didn’t the 
$2,300,000 item have the effect of increasing the income 
account for the year 1941 or the net income for the year 
1941? A. Yes, sir. 

Q. And the $664,000 that you are talking about is the 
reduction in the income account for the year 1941. Is that 
correct? A. That results—may I see that statement 
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again, please? (Document handed to the witness.) That 
is correct, the 664 is a reduction. 

Q. And you made no adjustments for either of those 
figures in your statement of the earnings for Detroit Edi¬ 
son for 1941. Is that correct? A. I made no adjust¬ 
ments, and I consider that any adjustment of such a nature 
would be improper. 

• • • 

[10469] Q. Well, you haven’t, Mr. Joseph, informed your¬ 
self to any extent on adjustments that the investor would 
make in the earnings-price ratio with regard to any one of 
the companies shown on page 38-A, have you? A. I think 
I am generally pretty well informed on that subject. 

Q. Well, you haven’t indicated that information in 
your exhibit, have you? A. Because I believe it un¬ 
necessary to do so. 

Q. Well, do you believe it unnecessary to do so be¬ 
cause you go back to your first premise that the earnings- 
price ratio is sufficient evidence of the investor’s appraisal? 
Is that correct? A. Well, there are grounds for that 
judgment, yes. 

• • • 

[10471] Q. Mr. Joseph, the earnings-price ratios which you 
show on page 38 were all computed in the same manner that 
you computed the earnings-price ratios on page 38-A, were 
they not? A. Correct. 

Q. So that in the computation of any of the earnings- 
price ratios on page 38, you made no adjustments of a 
character similar to those we have been mentioning today, 
have you? A. I did not adjust the published figures, 
no, sir. 

• • • 

110511] Mb. Myse: Mr. Examiner, we are prepared to 
initiate the cross-examination of the witness Davis 
this morning. How far we will get this week I am not 
sure, of course, but before I call the witness Davis 
back to the stand for cross-examination I would like 
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to direct your attention to Section VII of Exhibit 47 
and point out that an examination of that section by 
me shows that it is entirely a characterization or in¬ 
terpretation of various contracts which are already in 
evidence in this proceeding by a witness who is not a 
lawyer and who is, as I understand, an engineer who 
has rushed in where normally lawyers and even judges 
have feared to tread. 

For that reason, I object to the receipt in evi¬ 
dence of Section VTI of Exhibit 47, and I suggest that 
it would be appropriate to have a ruling on that ob¬ 
jection at this time, because if the objection is sus¬ 
tained it may save two to three days of cross-examina¬ 
tion on that section. 

Me. Hall: Will you read back that statement? 

(Statement read.) 

Mr. Hall : Mr. Examiner- 

Trial Examiner: There doesn’t have to be any 
discussion on it. What the Examiner has in mind are 
two things: First of all a legal document is an attempt 
to put into writing something that a non-lawyer has 
conceived of at the beginning, and [10512] therefore 
while it would be quite appropriate to sustain motions 
to strike or objections to questions put to a witness 
who is not a lawyer as to the legal effect of a contract, 
however, the Examiner is not prepared to rule that a 
witness who understands the operations of an electric 
utility may not testify as to what operations are in¬ 
volved or called for or covered by the contract. 

Mr. Myse: Well, Mr. Examiner, that may all be 
true, but I think if you will examine Section VII there 
is very little about operations in there, and it is en¬ 
tirely an interpretation of the contracts. It is pretty 
obvious to me that it is a legal interpretation of those 
contracts. There is nothing in there about operations. 
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Trial Examiner: The Examiner is not prepared 
to rule that that section does nothing other than in¬ 
terpret that contract in a legal sense, and the Exam¬ 
iner is not prepared to rule that it does even that. 

Now, the other matter that the Examiner had in 
mind is this: This witness prepared an exhibit and 
testified as to allocation. He couldn’t have done it 
without referring to the contracts, and Section VII 
may be necessary to consider in connection with a de¬ 
termination as to how the witness did consider those 
contracts. 

Mr. Myse: Well, in answer to that, I think that is 
probably true, that in the witness’ Exhibit 64, he had 
to make [10513] certain assumptions as to the inter¬ 
pretation of contracts, but that doesn’t necessarily fol¬ 
low from that that a witness who is not a lawyer can 
come in here and introduce an exhibit which is an in¬ 
terpretation of the contracts. That is a legal matter 
which properly is argument in a brief and no other 
place. 

Trial Examiner: I don’t see any legal argument 
in Section VII. 

Mr. Hall: Mr. Examiner, I think it is perfectly 
apparent to everyone- 

Trial Examiner: Just a minute. I don’t require 
any further discussion on the matter. The objection 
is overruled and the motion is denied. 

Mr. Myse: I call Mr. Davis. 
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Thereupon 

GEORGE H. DAVIS 

resumed the stand, and having been previously duly sworn, 
was examined and testified further as follows: 

Cross-Examination (Continued). 

By Mr. Myse: 

Q. Mr. Davis, unless I specifically inform you other¬ 
wise, you may assume that as far as this morning is con¬ 
cerned my cross-examination is directed to your testimony 
and the statements appearing in Section VII of Exhibit 47. 

Now, as I understand your testimony and the Exhibit 
47 [10514] and the Section I have referred to, you included 
therein certain statements with respect to the contract 
between Penn Power and Light Company on the one hand 
and Safe Harbor and Holtwood on the other. Am I correct 
in that? A. That is right. 

Q. Now, first of all at page 45 of Exhibit 47, para¬ 
graph 11, you state that that contract remains in force to 
October 31, 1946. Do I understand by that statement that 
the contract is no longer in force? A. No, it is an auto¬ 
matically renewable contract and at the time this was 
written so far as any notice of cancellation which is re¬ 
quired 18 months prior to expiration, ’46 was the earliest 

that it could be cancelled. 

* • • 

[10515] Q. Now, that contract as I understand your testi¬ 
mony obligates Holtwood and Safe Harbor jointly and 
severally as “Generating Companies” to supply certain 
requirements in the Lancaster and Harrisburg areas of 
the Pennsylvania Power and Light Company and the dis¬ 
tribution area of the former Pioneer Electric Light Com¬ 
pany adjacent to Holtwood. Isn’t that correct? A. That 
is correct. 

Q. Now, under that contract, Pennsylvania Water and 
Power Company is authorized to act as the agent for Safe 
Harbor. Isn’t that right? A. That is true. 
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Q. Do you know whether or not that contract was en¬ 
tered into with the approval of Baltimore Company, and 
when I say Baltimore Company you can assume I mean 
the Consolidated Gas Electric Light and Power Company 
of Baltimore. A. As I understand it, all contracts since 
1931 have to have the approval of Baltimore Company be¬ 
fore they are entered into. 

Q. Were they so approved? A. I assume they were. 

• • • 

[10516] Q. Now, what would you say that the major amount 
of revenue paid by Pennsylvania Power and Light Com¬ 
pany is for? A. You mean in the bill rendered by Holt- 
wood? 

Q. No, sir. I said revenues paid by Pennsylvania 
Power and Light Company.? A. They pay for firm 
power delivered to supply the Lancaster load requirements 
under this contract. 

Q. As a matter of fact, they also make payments for 
interchange energy which is received from the Holtwood- 
Safe Harbor system. Isn’t that correct? A. That is 
true. 

Q. They may also pay for special facilities under that 
contract. Isn’t that right? A. That is true. That is a 
matter of the delivery of the energy which they really 
pay for. 

Mb. Myse : May I have that answer, please ? 

[10517] (Answer read.) 

By Mb. Myse: 

Q. Well, you agree, do you not, that the interchange 
transactions are separate and distinct from firm power 
transactions, don’t you? A. They are billed at a differ¬ 
ent rate under different provisions of the contract. 

Q. And they are measured separately, too, are they 
not? A. That is true. 
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[10537] Q. Now, Mr. Davis, at page 44, the top paragraph 
of Exhibit 47, you made a statement, as I understand it, 
that under the contract the obligation of the generating 
companies may be reduced somewhat at their option during 
periods of low flow. Is that a fair summary of what your 
statement means ? A. That was provided for in the orig¬ 
inal contract or in this contract. 

Q. That is 76 you are referring to. Isn’t that correct, 
Exhibit 76? A. That is right. 

Q. Now, that means, does it not, that if during a period 
[10538] of low flow as defined in the contract, and I think 
you also made a note of it in your Exhibit 47, requirements 
of some other customer of Holtwood or Safe Harbor or 
both demands the use of some of the capacity or energy 
generated at Holtwood or Safe Harbor, the generating 
companies have the option of reducing the demand by 
Pennsylvania Power and Light Company and serving that 
other customer. Isn’t that correct? A. I don’t quite 
follow that. 

Q. Well, is my statement correct or not? 

The Witness: Would you read that statement, please? 

(Question read.) 

The Witness: I don’t seem to recall any statement to 
that effect. The only modification that this paragraph 
provides for is that they may take the option of having the 
Lancaster load requirements on Holtwood reduced by 20 
per cent during periods of low flow, and Pennsylvania 
Power and Light under that option could ask for 20 per 
cent excess during periods of high flow. 

By Mr. Myse: 

Q. Well, periods of low flow means, does it not, days 
on which the river flow at Holtwood is below 25,000 cfs. 
Isn’t that correct? A. I believe that is the way they 
define it. 

Q. Now, if you had a day of average river flow during 
a day at Holtwood of 20,000 cfs, as I understand that pro- 
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vision, and I want yon to correct me if I am wrong, Holt- 
wood would have [10539] the option of reducing the de¬ 
mands made by Pennsylvania Power and Light Company 
on the Holtwood-Safe Harbor system by any amount up to 
ten per cent on the peak. Is that correct? A. They 
would have that option if they accepted it under this con¬ 
tract. 

Q. I am wrong. It was any amount up to twenty per 
cent. A. Twenty per cent on off-peak periods and ten 
on on-peak periods. You said it right. You said on-peak 
periods. 

Q. It would be any amount up to twenty per cent dur¬ 
ing on-peak periods on low-flow days. Isn’t that right? 
A. That is right. 

• • • 

[10546] Q. Now, referring to page 48 of Exhibit 47, you 

say that the contract involving supply to the Coatesville 
area of Philadelphia Electric Company continues until 
March 31, 1942. Am I to understand that is the time that 
contract terminated? A. That is automatically renew¬ 
able for periods of three years unless an 18-months’ notice 
is given to cancel it. 

• • • 

[10547] Q. The contract we have been referring to is 

identified in this record as Exhibits 73, 74 and 75. Is that 
correct? A. That is correct. 

Q. Now, under that contract Hydro, as defined in that 
contract, is obligated to furnish the requirements of the 
Coatesville area. Isn’t that correct? A. That is true. 

Q. And how is Hydro defined in that contract? A. 
They call Holtwood and Safe Harbor “Hydro.” 

Q. That means that Safe Harbor as well as Pennsyl¬ 
vania Water and Power Company is obligated under that 
contract, does it not? A. It means it is a party to the 
contract. 

Q. Doesn’t it mean that it is obligated? A. The 
only obligation Safe Harbor has left is to reaffirm its oper- 
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ations under the other contract under which it sells its 
whole output. 

Mb. Myse: I move to strike the answer, Mr. Ex¬ 
aminer, [10548] as wholly unresponsive to my question. 

Trial Examiner: The motion to strike is denied. 
What is the other contract that you referred toT 

The Witness : E, F and G. 

Mr. Myse: We will get to that in due course, Mr. 
Examiner, but I would like to have an answer to my 
question as to whether or not Safe Harbor is obligated 
under this contract in his opinion? 

Mr. Goldberg: Mr. Examiner, it has been an¬ 
swered and the motion to strike it has been denied. 

Trial Examiner: Do you have anything further 
to add to your previous answer? 

The Witness: As an engineering and operating mat¬ 
ter, Safe Harbor has no physical ability to do anything 
under this contract. 

By Mr. Myse: 

Q. I didn’t ask you about the physical ability. I 
asked you about the obligation. A. If it is a legal obliga¬ 
tion, I don’t know. 

Q. Then if there is a legal obligation, you haven’t 

considered it as one, have you? A. I have not. 

• • • 

[10550] Q. Now, how are the demands measured under 
Exhibits 73, 74 and 75 for purposes of billing? A. That 
is a 30-minute integrated demand, as I recall. 

Q. Now, do you agree that if the same service had 
been measured on an integrated hourly basis, the demand 
would have been less? A. It would have to be the same 
or less. 

Q. It would probably be less, would it not? A. Very 
likely it would. 
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[10551] Q. Mr. Davis, will yon look at Article II, Section 
1 of Exhibit 73? It is that Article II that spells out the 
obligations of the parties, does it not? A. Yes. 

Q. And it indicates that Hydro shall be obligated to 
supply the requirements of Philadelphia Electric Company 
at Coatesville. Isn’t that right? A. That is what it 
says. 

Q. And the contract also says that Hydro means Safe 
Harbor and Penn Water. Isn’t that correct? A. That 
is right. 

Q. And there is no distinction drawn between Safe 
Harbor and Penn Water, is there? A. No, Safe Harbor 
is ignored entirely. 

Q. Is there any distinction drawn between Penn Water 
and Safe Harbor? A. None whatever. 

Q. You say Safe Harbor was ignored entirely. Was 
that your testimony? A. That is right. 

Q. As I understand that, that means it is ignored by 
[10552] making itself a party and calling itself one of 
Hydro. Isn’t that correct? A. The two names go under 
the title of Hydro in this contract. 

Q. And that is true throughout the contract, isn’t it? 

Mr. Goldberg : Let him finish. 

By Mr. Myse : 

Q. Had you finished? A. There are no operating 
acts specified to be performed by Safe Harbor. 

Q. Are there any operating acts specified in the con¬ 
tract to be performed by Penn Water? A. No, they are 
specified to be performed by Hydro. Holtwood is the only 
company that has any ability to perform them. 

Mr. Myse: I move to strike the answer with re¬ 
spect to the ability of Holtwood, Mr. Examiner, as not 

responsive to my question. 

Trial Examiner: The motion to strike is denied. 
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By Mr. Myse : 

Q. But so far as the contract is concerned, there is no 
difference drawn between Penn Water or Holtwood as you 
call it and Safe Harbor. Am I correct in that? A. Holt- 
wood and Safe Harbor are combined in the [10553] con¬ 
tract under the designation of Hydro. 

Q. And there is no difference specified in the contract 
between the two. Is that correct? A. No. 

• • • 

[10563] Q. Now, as I understand your Exhibit 47, pages 
52 to 54, and the Tables 9, 10 and 11, which accompany 
those pages, you were there referring to the contract be¬ 
tween Holtwood or Pennsylvania Water and Power Com¬ 
pany, Safe Harbor, Baltimore Company, Pepco on the one 
hand, and The Pennsylvania Railroad on [10564] the other, 
identified in this proceeding as Exhibit No. 10. Is that 
right? A. That is right. 

Q. Now, under that contract, the contract defined the 
word ‘‘Supplying Companies,” does it not? A. Yes. 

Q. Now, who are the Supplying Companies ? A. 
Those are the four companies on the one hand as against 
the railroad company on the other, including Washington 
Company. 

Q. When you say Washington Company, you mean 
Potomac Electric Power Company? A. That is right. 

Q. Now, who are the “Electric Companies ’’ as defined 
in that contract? A. They are the other three—Balti¬ 
more, Holtwood and Safe Harbor. 

Q. What is the distinction between the Electric Com¬ 
panies and Supplying Companies in terms of obligations 
under that contract? A. Washington Company has no 
obligation to supply power unless it has it available. The 
total obligation for continuous service is placed on the 
Electric Companies. 

Q. Now, can you refer me quickly to that provision of 
the contract identified as Exhibit No. 10, which you say 
[10565] relieves Pepco of the obligation to supply certain 



1492 


George H. Davis, Cross 


services? A. Well, there is one reference to it in Sec¬ 
tion 2 of Article XII on page 22, but there is another one 
that is more specific than that. 

Q. Section 2 of Article what? A. Article XH on 
page 22. 

Q. Well, in Exhibit 10 there are different page num¬ 
bers applicable, are there not? A. Oh, this is in the orig¬ 
inal contract, that page and article that I was referring to. 

Mr. Goldberg: Article XII, page 36 in the official 

exhibit. 

By Mr. Myse: 

Q. And that reference you made a moment ago to Sec¬ 
tion 2 of Article XII, actually appears on page 37. Is that 
right? 

Mr. Goldberg: He doesn’t have the official copy 

before him. 

The Witness: The second paragraph on page 37, yes. 
By Mr. Myse: 

Q. Now, what other place in Exhibit 10 shows any 
reference to the relief for Washington Company or Pepco 
from the obligation to serve the railroad with certain serv¬ 
ices? A. That is the only one I recall. This is a little 
more than the one I referred to in the original contract. 
[10566] Q. Now, under Article H, however, that provides, 
does it not, for the contractual supply as an obligation to 
the Railroad Company, as the obligation of Electric Com¬ 
panies? A. That is true. 

Q. And Electric Companies is defined in the same con¬ 
tract as Safe Harbor and Penn Water without distinction. 
Isn’t that correct? A. That is right. Safe Harbor, 
Penn Water and Baltimore without distinction. 

Q. I stand corrected. 

Who furnishes the special facilities for the railroad use 
under Exhibit 10? A. Certain lines and substations are 
furnished by Holtwood. Generating and converting facili¬ 
ties are supplied by Safe Harbor. 
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Q. Are any of the facilities listed on Table 9 of Ex¬ 
hibit 47 supplied or furnished by Baltimore Company? 
A. I believe not. 

Q. Don’t you know that they are not? A. I know 
they are not. 

. Q. As a matter of fact, they are all furnished by either 
PEPCO, Safe Harbor, or Penn Water. Isn’t that correct? 
A. That is right. 

[10567] Q. And to be entirely accurate, some of them are 
furnished by Susquehanna Transmission Company of 
Maryland, are they not? A. That is true. I have re¬ 
ferred to Holtwood always in my study as including Sus¬ 
quehanna Transmission of Maryland. 

• • • 

[10568] Q. Now, Mr. Davis, these special facilities shown 
on Table 9 of Exhibit 47 to the extent they are furnished 
by Safe Harbor, are used in furnishing service to the rail¬ 
road both in Pennsylvania and Maryland, are they not? 
A. They are used in delivering service to Holtwood and 
Baltimore. 

• • • 

Q. Does that mean that none of the facilities shown on 
Table 9 owned by Safe Harbor are used for furnishing 
service to the railroad? [10569] A. They are used for 
furnishing service to Holtwood, who in turn furnishes it 
to the railroad and to Baltimore. 

Q. So that the energy generated by means of those 
facilities is actually consumed by the railroad. Is that 
your answer? A. That is right. 

Q. Now, when you say that the services are furnished 
to Holtwood who in turn furnishes it to Baltimore, what 
do you mean by that? A. I mean that Safe Harbor gen¬ 
eration is all sold at the low tension side of the trans¬ 
formers at the Safe Harbor plant to Holtwood and to Bal¬ 
timore. 

Q. How did you arrive at the conclusion that it is all 
sold at those low tension transformers to Holtwood? A. 
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That was the operating arrangement described in the con¬ 
tract. 

Q. Which contract do yon now have reference to? A. 
The contract identified as E, F and G. 

• • • 

[10570] Q. If I understand your testimony you say it is 
sold there because of the provisions contained in the con¬ 
tract identified as E, F and G. A. That is right. 

Q. And that is the sole basis you have for that con¬ 
clusion? A. That is right. 

Q. Now, if I understand your testimony with respect 
to the services furnished to the railroad at both Thorndale 
and Perryville, those services originate at Safe Harbor, do 
they not? A. That is right. 

Q. At least in large part? A. The energy is gen¬ 
erated largely at Safe Harbor. 

Q. Well, as a matter of fact, I don’t think my state¬ 
ment was correct, Mr. Davis. 

The services furnished to the railroad are furnished 
at Conestoga and Perryville. Isn’t that correct? A. 
They are delivered to Holtwood’s transmission system 
[10571] at Conestoga and Holtwood transmits to Thorn- 
dale and Perryville, or they are delivered to Holtwood’s 
facilities at Safe Harbor, which is Conestoga. That is the 
same thing. 

Q. You don’t mean to say that Holtwood transmits to 
Thorndale, do you? A. They deliver to the railroad at 
Safe Harbor for Thorndale and deliver to Holtwood at 
Safe Harbor for Perryville. 

Q. But there is no transmission facility owned by Holt¬ 
wood or Safe Harbor between Conestoga and Thorndale, 
is there? A. Thorndale is just a metering point. That 
is the railroad’s transmission line that goes from Safe 
Harbor to Thorndale. 

Q. So the services delivered to the railroad west of 
Thorndale are delivered at Conestoga, are they not? A. 
That is right. 
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Q. And the services delivered to the railroad for use 
by the railroad south of Perryville are delivered at Perry¬ 
ville? A. That is right, delivered to Baltimore at Perry¬ 
ville. 

Q. We will get to that in due course, but they are ac¬ 
tually delivered to the facilities of the railroad at Perry¬ 
ville, are they not! A. To the facilities of the railroad, 
that is right. 

[10572] Q. Now, the energy which you say is delivered to 
the railroad for railroad use west of Thorndale and south 
of Perryville is all 25-cycle single phase energy, is it not? 
A. That is right. 

Q. Some of it may be converted from 60-cycle three 
phase energy at Safe Harbor. Isn’t that right? A. 
That is true. 

Q. Some energy may also be converted from 60-cycle 
three phase and furnished to the railroad at Benning in 
the District of Columbia. A. That is right. 

Q. Now, as I understand it, all of the 25-cycle energy 
generated at Safe Harbor is transmitted through the 
Conestoga sub-station. Is that right? A. That is the 
way I understand it, yes. 

Q. But not all of that energy is transmitted over the 
Perryville line, is it? A. No. 

Q. Only that portion used from taps off the Perryville 
line is transmitted over the Perryville line. Isn’t that cor¬ 
rect? A. There are four circuits on the Perryville line. 
Two of them normally operate to deliver energy south from 
Perryville, and the other two north from Perryville, and 
there are two taps on the south lines, one at Fishing Creek 
and one at Conowingo. 

[10573] Q. Fishing Creek is in Pennsylvania, isn’t it? 
A. Yes. 

Q. And Conowingo is in Maryland. A. Right. 

• • • 

[10578] Q. Isn’t it a fact that some of the energy that is 
ultimately transmitted through Conestoga sub-station is 
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energy received at Safe Harbor from Baltimore Company? 
A. That is right. 

Q. That is what is known as backfeed from Baltimore. 
A. I think so, yes. 

Q. Do yon know whether the amount of backfeed re¬ 
ceived [10579] at Safe Harbor and ultimately transmitted 
through Conestoga sub-station is substantial in amount? 
A. A substantial amount of backfeed reaches Safe Harbor. 
How much of it goes to the railroad company, I don’t know. 

Q. Did you make any study to determine the relative 
proportions of the backfeed which ultimately goes to the 
railroad? A. The proportion of backfeed used for firm 
power is the only proportion that I used or determined. 
Whether it was firm power delivered to the railroad or to 
some other customer, I didn’t distinguish. 

Q. You know that there was some amount of that back¬ 
feed, however, that did go to the railroad? A. I think 
so, yes. 

Q. I think you testified just a moment ago that the 
energy furnished to the railroad via Conestoga sub-station 
was sold by Holtwood Company, as I remember the testi¬ 
mony. A. Some of that energy might be Baltimore’s en¬ 
titlement from Safe Harbor, and some Holtwood’s entitle¬ 
ment. Any part of it that was made up of Holtwood’s en¬ 
titlement was sold by Holtwood. 

Q. So when you were talking in terms of sales in that 
connection, you are referring back to the contract E, F and 
G when you are talking about entitlements, are you not? 
A. That is right. 

[10580] Q. Now, is there anything in Exhibit 10 which 
specifies as to who sells the services to the railroad at vari¬ 
ous points ? A. I don’t think it is in Exhibit 10, no. 

Q. You say you don’t think. Will you tell me whether 
it is or not? A. There is nothing in Exhibit 10 which 
specifies any particular amount to be furnished by any par¬ 
ticular party. 
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[10581] Q. And there is nothing in that Exhibit 10 which 
specifies that the energy delivered in Pennsylvania to the 
railroad is a sale by Holtwood and the energy delivered in 
Maryland to the railroad is a sale by Baltimore, is there T 
A. I don’t think so. I haven’t seen it. 

Q. Yon say yon don’t think so. Don’t yon know there 
isn’t! A. I never fonnd it. 

Q. Well, yon studied it- A. I am pretty well 

convinced it is not there. 

Q. The fact is it isn’t there. Is that right? A. I 
will take yonr word for it. 

Q. I don’t want yon to take my word for it. Isn’t it 
true? A. I will confirm it. 

• • • 

[10583] Q. Is there anything in Exhibit 10 which specified 
that Holtwood’s service area is in Pennsylvania and Balti¬ 
more’s service area is in Maryland? A. No. 

• • • 

[10590] Q. And as a matter of fact all bills rendered to 
the railroad company are rendered by Consolidated Gas 
Electric Light and Power Company of Baltimore? A. 
That is right. 

Q. So that what those dollars represent in the last 
column of Table 9 and in column 4 of Table 11 for the vari¬ 
ous years, and what those kwh represent in the second to 
the last column of Table 10, and in the column 3 for the 
various years on Table 11 are an arbitrary division of the 
kwh delivered to the railroad in Pennsylvania as compared 
to the kwh delivered to the railroad in Maryland, together 
with an arbitrary division of the dollars received by Balti¬ 
more based on those kwh delivered in the respective areas. 
Isn’t that right? A. The dollars are divided on the ratio 
of kilowatt hours, but I wouldn’t say the kilowatt hours was 
an arbitrary division. It is an actual measurement. 

Q. It is a measurement of the kilowatt hours delivered 
in each area. A. That is right. 
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Q. There is nothing in Exhibit 10 of the Pennsylvania 
[10591] Railroad contract which specifies those respective 
geographic areas, is there? A. Nothing. 

• • • 

[10601] Q. How is Safe Harbor compensated for the 25- 
cycle single phase energy which is ultimately used by the 
railroad in Pennsylvania and Maryland? A. It is com¬ 
pensated for all of its energy by Holtwood and Baltimore. 

Q. I didn’t ask you about all of its energy, Mr. Davis. 
I asked you about this portion of the 25-cycle single phase 
energy ultimately used by the railroad in Pennsylvania 
and Maryland. How is it compensated for that? [10602] 
A. That is included in all of it. 

Q. Specifically how does it get its compensation? A. 
From Holtwood and Baltimore for its total output. 

Q. Now, what contract if any does it get that com¬ 
pensation under? A. The E, F and G. 

Q. Does it get any under Hand I? A. Safe Harbor? 
Q. Yes. A. It gets nothing under H and L 
Q. How is Safe Harbor compensated for the energy 
furnished to the railroad in Pennsylvania? 

Mr. Goldberg: I object to that, Mr. Examiner. It 
has been answered. 

Trial Examiner : I will permit it. 

The Witness: Safe Harbor gets compensation for 
everything it produces at the- 

By Mr. Myse: 

Q. I haven’t asked you about everything it produces. 
A. Anything you want to name is included in “anything it 
produces”, and the answer will be the same. 

Q. I would like a specific answer as to how it is com¬ 
pensated for the 25-cycle single phase energy used by the 
railroad in Pennsylvania. 

Mr. Goldberg: That has been answered twice. 
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[10603] Trial Examiner: Do you have any doubt about 

what he has said? 

Mr. Myse : Yes, I think he is clearly evasive on the 

point. 

Trial Examiner: Now, can you answer the ques¬ 
tion directly? 

The Witness: There is no specific item of energy set 
out for any compensation. It is all compensated for in one 
block at the Safe Harbor low tension transformer ter¬ 
minals. 

By Mr. Myse : 

Q. Under what contract? A. E, F and G. 

Q. Do I understand, then, that Safe Harbor is com¬ 
pensated for the 25-cycle energy ultimately used by the rail¬ 
road in Pennsylvania under E, F and G? 

• • • 

The Witness: It doesn’t make any difference where 
any energy that is generated at Safe Harbor is used. It is 
all [10604] compensated for at the terminals of the trans¬ 
formers in the Safe Harbor plant. 

• # • 

Q. Well, how is Penn Water compensated for the en¬ 
ergy that is consumed by the railroad in Maryland? 

Mr. Goldberg: Which energy? 

Mr. Myse: The 25-cycle single phase energy. 

Mr. Goldberg: You mean which Penn Water sells? 

The Witness: Any energy that Holtwood is entitled to 
from Safe Harbor that goes into Maryland is sold by Holt- 
wood to Baltimore Company. 

By Mr. Myse: 

Q. How does it get its compensation from the Balti¬ 
more Company for that energy? A. It gets its compen¬ 
sation through H and I. 
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Q. How does Safe Harbor get its compensation for 
the special facilities it provided to the railroad nnder the 
contract identified in this proceeding as Exhibit 10? 
[10605] A. Under the contract E, F and G. 

Q. There is no doubt in your mind that those special 
facilities provided by Safe Harbor were provided solely 
for the use of the railroad? A. That was the cause of 
their being installed. 

Q. Well, now, how is Penn Water or Holtwood as you 
call it compensated for those facilities which it installed for 
the use of the railroad, namely the Conestoga substation 
and Perryville line? A. It gets compensation from Bal¬ 
timore by the portion of the bill that is remitted to Holt- 
wood. 

Q. What about that portion of the Perryville line that 
lies in Maryland? How does Holtwood get its compensa¬ 
tion from Baltimore for that portion? A. It would get 
it the same way. 

Q. Through H and I? A. It would get what it does 
not get from the railroad through H and I. 

Q. Well, does the amount which Baltimore pays Penn 
Water, and as I understand that, on Table 10, the last col¬ 
umn shows the amount, compensate Penn Water for special 
facilities provided for the railroad? A. That is right. 

Q. All of the special facilities provided for the rail¬ 
road? [10606] A. Well, it is the same proportion of the 
special facilities that it is of the energy, and if Holtwood 
supplies more or less of those special facilities than it gets 
compensation for in this bill, that is washed out under the 
terms of H and I. It would get any difference there. 

• • • 

[10607] Q. Do you know what proportion of the special 
facilities provided by Penn Water to the railroad are pro¬ 
vided for use in Pennsylvania as distinct from use in Mary¬ 
land? A. Penn Water provides very little special fa¬ 
cilities for use in Maryland. 
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Q. Well, they provide part of the Perryville line, don’t 
they? A. That is right. The Perryville line and Cones¬ 
toga substation is supplied entirely by Holtwood- 

Q. Well- A. —for delivery to Perryville, Fish¬ 

ing Creek and Conowingo. 

• • • 

Q. Well, now, insofar as the delivery to the railroad 
at Fishing Creek is concerned, that is a very small per¬ 
centage of the total delivered over the Perryville line. Isn’t 
that right? A. I think so. Yes. 

Q. So you can say substantially all of the use of the 
Perryville line is for service to the railroad in Maryland. 
Isn’t that correct? A. The only other outlet is through 
the trolley meter [10608] at Perryville. Otherwise, that 
would be delivered to the railroad at Perryville in Mary¬ 
land. ‘ 

Q. Can’t you answer my question directly, Mr. Davis? 

• • • 

The Witness: Well, only half of the Perryville line is 
connected so that it can supply anything in Maryland ex¬ 
cept through the trolley. The other half is for the supply 
or for connection with Philadelphia Electric Company. 

By Mr. Myse : 

Q. Well, at least to that extent that you have half of 
the line serving the railroad, substantially all of that half 
is used for service to the railroad in Maryland? A. A 
large portion of that half is supplied to the railroad in 
Maryland. 

Q. And similarly a large proportion of Penn Water’s 
investment in Conestoga substation is used for service to 
the Perryville line which in turn is largely a service to the 
railroad in Maryland. Isn’t that right? A. The same 
proportion of the substation as the line. 

Q. Now, with respect to these other two circuits you 
spoke of, are they used solely for interchange, as you call it, 
with P. E.? A. They deliver power to the railroad lines 
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at Perryville [10609] which supply service north of Perry- 
ville, and that is interchange with Philadelphia Electric 
Company. 

Q. Both of them? A. Both. 

Q. The two circuits ? A. That is right. 

Q. Is that the only use made of those lines? A. 
There is no use except to deliver power to the Philadelphia 
Electric Company’s area, to the railroad in the Philadelphia 
Electric Company’s area. 

Q. Now, what you mean by that I take it is that you 
don’t have any doubt that the energy which is transmitted 
over those two circuits to Perryville is not used for the 
railroad, do you? A. Oh, no. It is all used for the rail¬ 
road. 

• • • 

[10634] Q. And when you say the Philadelphia Electric 
Company’s [10635] area, I take it you refer to a contractual 
area under some contract which is not in evidence in this 
proceeding. Is that right? A. It is my impression that 
in the interchange contract it specifies north of Perryville 
and east of Thorndale as Philadelphia Electric Company’s 
area, and west of Thorndale and south of Perryville as the 
electric companies’ area. 

Mr. Goldberg: May we have the exhibit number 

reference of the agreement you just referred to? 

The Witness: That is Exhibit Number 134. 

• • • 

Trial Examiner: Electric companies? 

The Witness: That means Holtwood, Safe Harbor and 
Baltimore, according to the contract. I find that in the in¬ 
terchange agreement. 

By Mr. Myse : 

Q. You do find it? A. Yes. 

Q. What Section? A. That is Section 1. 
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[10651] Mr. Mysb: I would like to know now, Mr. Exam¬ 
iner—it is a very simple question—whether or not when 
he used the phrase “Holtwood sales ’’ he meant that 
Holtwood was acting as agent for itself and Safe Har¬ 
bor. I don’t know what his answer is, and I would like 
an answer to that question. 

Mr. Goldberg: You mean, did he consider that 
Holtwood sells it alone? 

Mr. Myse: No, sir, that isn’t the question. 

Trial Examiner: He may answer the question, but 
you are not called upon to construe the contract any 
further than you construed it in preparing the exhibit 
and your testimony. 

The Witness : I construed it in my exhibit as Holtwood 
dealing with Philadelphia Electric Company and with Penn¬ 
sylvania [10652] Power and Light Company for the sale of 
firm power just as if Safe Harbor had never been mentioned 
in the contract. 

By Mr. Myse : 

Q. Do I understand that answer to mean you did not 
consider that Holtwood was acting as agent for Safe Har¬ 
bor? A. I didn’t consider that word ‘ i agent” at alL 
Q. Well, did you consider that Holtwood was acting as 
agent for Safe Harbor when you said Holtwood made the 
sales to the three Pennsylvania customers that I referred to 
on Table 4? A. I considered that Holtwood was making 
those sales itself. 

Q. Does that last answer mean that you did not con¬ 
sider Holtwood as agent for Safe Harbor? A. Holtwood 
was selling the power- 

Trial Examiner: Just a minute, Mr. Witness. 

Answer the question as directly as you can. 

The Witness: I haven’t answered as directly as I 
might because I don’t know just what he is putting into 



1504 


George E. Davis, Cross 


that word “agent”; whether he has some legal concept I 
don’t understand or not. 

Trial Examiner: You are not called upon to guess 
what counsel is trying to eventually arrive at through 
his questions. You just answer his questions as put to 
you and if on re-direct examination your counsel still 
decides there is something [10653] that should be cov¬ 
ered, he may bring that out. 

The Witness : I considered in all the study I have made 
that Holtwood was acting alone. 

By Mr. Myse: 

Q. That it was not acting as “agent” for Safe Har¬ 
bor? A. No. 

Q. Now, the amount of “Holtwood sales of energy” 
shown on Table 4 of Exhibit 47 for Pennsylvania Railroad 
Company in the year 1944 is actually the amount of energy 
delivered to the railroad in Pennsylvania. Isn’t that cor¬ 
rect? A. That is true. 

Q. Now, who collected the money for that delivery? 
A. Baltimore collected the entire amount from the railroad 
company, and Holtwood collected for this 194 million from 
Baltimore. 

Q. You say Holtwood collected for the 194 million from 
Baltimore. Actually what happened was that the total 
amount collected by Baltimore was divided up on the basis 
of the ratio of 194,082,000 kwh to the total amount of energy 
furnished the railroad in the year 1944. Isn’t that right? 
A. That is right. That is the way they handled the bilL 
Q. Now, Holtwood didn’t actually render a bill to the 
Pennsylvania Railroad, did it? A. No, the railroad 
didn’t care which one the power came [10654] from. 

• • • 

[10657] Q. Now, Table 5 of Exhibit Number 47, you show 
what is labeled Pennsylvania Water and Power Company 
monthly revenues and payment for interchange power over 
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northern ties, and yon include what yon label “Purchases 
and Sales, Pennsylvania Power and Light Company,’’ do 
yon not? A. That is right. 

Q. Now, actually the purchases and sales of inter¬ 
change to Pennsylvania Power and Light Company are 
made [10658] by Generating Companies as defined in that 
contract. Isn’t that correct? A. That is what the con¬ 
tract says. 

Q. And “Generating Companies” again includes Safe 
Harbor as well as Pennsylvania Water and Power Com¬ 
pany. Isn’t that right? A. That is also stated. 

Trial Examiner: What contract was that? 

• • • 

Q. And the agreement we just mentioned a moment ago 
[10659] is the one covering the purchases and sales to Penn¬ 
sylvania Power and Light Company, as you label it, which 
has been identified in this record as Exhibit Number 76 and 
77. Isn’t that right? A. That is right. 

• • • 

[10660] Q. While we are on homework, at 10523 you agreed 
to make a check to determine what part of the supply to 
the Lancaster area was from Safe Harbor, did you not? 
A. I said I didn’t remember whether I had ever done that, 
and you asked me to check up and see if I had and I found 
I had never figured out a percentage, although you asked 
me if a large portion of the delivery did not come from 
Safe Harbor, and I find that it did. 

• it 

[10662] Q. Is there anything in Item H beginning with 
page 25 of the supplemental agreement, page 27, the sup¬ 
plemental agreement as of June 1,1931, which specifies the 
transmission services or facilities furnished to Baltimore 
by Holtwood? A. The provision for the transmission 
from Safe Harbor to Baltimore is not included in this con¬ 
tract, that is from Safe Harbor to Baltimore. From Holt- 
wood to Baltimore is what is provided here. 
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Q. Is there anything provided in either H or I concern¬ 
ing the provision of transmission services or facilities from 
Ellicott City to Takoma Park? A. No. 

Q. Where do you have to go to find anything in any 
contract covering those services or facilities? A. You 
find those in E, F and G. 

[10663] Q. Can you be more specific to the article in E, F 
and G involved, or articles? A. Article VII on page 9 
is the description of the transmission services. 

Q. That however, covers only the 220 volt transmission 
services between Safe Harbor and Baltimore and does not 
cover the 220 transmission line between Ellicott City and 
Takoma Park, does it? A. No, that is in a supplement, 
I believe. 

Q. Well, let’s see if we can specify which supplement 
and which paragraph. My understanding is that it is Item 
“F” consisting of the supplemental agreement as of August 
1, 1932. Isn’t that correct? A. That is right. 

Q. So it can be said that in so far as transmission serv¬ 
ices and facilities are concerned, P. W. furnished service to 
Baltimore under E, F and G. Isn’t that correct? A. 
That is right. 

• • • 

[10685] Q. Well, are you saying that Unit Number 2 of the 
25-cycle single-phase generating units was provided in the 
initial development of Safe Harbor? A. The general 
provision is in the railroad contract for Electric Companies, 
so-called, to provide all the necessary generating, trans¬ 
mission and switching equipment. 

Q. It doesn’t say that the generating facilities to be 
provided by Electric Companies under Exhibit Number 10 
shall be provided by either Penn Water or Safe Harbor, 
does it? A. It says Electric Companies. 

Q. It doesn’t specify who shall provide the facility, 
does it? A. I don’t find anything except “Electric Com¬ 
panies shall provide-” 
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Q. So the answer is it doesn’t specify. Isn’t that 
right? A. That is right. 

Q. Now, was the Number 2 Unit at Safe Harbor—that 
[10686] is, the 25-cycle single-phase unit we have been 
referring to—provided under the terms of E, P and G or 
Exhibit Number 10 which you have just referred to? A. 
That was provided for under the provisions of Exhibit 
Number 10. 

Q. Now, how about the frequency changer at Safe 
Harbor? Is that also a facility provided under Exhibit 
10, or is it a facility provided under Article V of Item E, 
page 8, that we referred to? A. That seems to be pro¬ 
vided for under Article III of Exhibit 10 also included in 
the statement ‘ ‘All Generating Transmission Switching 
Equipment.” 

Q. Then as I understand your answer, it was not pro¬ 
vided under Item E. A. That is right, I believe it was 
not. 

Q. And again Exhibit Number 10 does not specify 
which of the Electric Companies was to provide the con¬ 
verter equipment at Safe Harbor or any other place, does 
it? A. It does not. 

Q. With respect to these cable circuits that you made 
reference to as having been provided under Article V of 
Exhibit E, those weren’t just ordinary cable circuits, were 
they? A. They were cable circuits similar to the shorter 
run of cable between generator and bus, only this happened 
[10687] to be a long run. 

Q. There was an abnormality in their location, how¬ 
ever. Isn’t that correct? A. That is true. 

Q. That abnormality that I have reference to is a tun¬ 
nel that was required through a hill back of Safe Harbor 
hydro plant. Isn’t that correct? A. So I understand. 

Q. And that tunnel involved some pretty costly work, 
did it not? A. I believe so. 

Q. There was also an elevator involved to the top of 
the hill. Isn’t that right? A. There might be. I never 
saw it. 
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[10688] Q. And all those costs were incurred by Safe 
Harbor, were they not? A. That is right. 

• • • 

[10694] Q. Well, now, does Penn Water or Susquehanna 
furnish any energy or capacity services via the Gunpowder 
line? A. No. 

Q. Merely furnishes the facility. Isn’t that correct? 
A. That is all. 

Q. And there is no furnishing of energy in connection 
with the furnishing of those facilities. A. No. 

• • • 

[10700] Q. Now, I understand your testimony to be in the 
last few answers, that Exhibit 11 did not change the ob¬ 
ligations, whatever they were, under Exhibit 10. Is that 
correct? [10701] A. I believe you are right. 

• • • 

[10703] Q. Now, at page 55 of Exhibit 47 in the second 
paragraph under the heading “Introduction” you say that 
under H and I Baltimore Company purchases all power 
and energy available to Holtwood in excess of that de¬ 
livered in Pennsylvania for the above requirements, and as 
I understand your statement at [10704] page 55 when you 
say in excess of that delivered in Pennsylvania for the 
above requirements, you were referring to the requirements 
specified in the immediately preceding paragraph. Is that 
right? A. That is right. 

Q. Now, the requirements that you specify in the im¬ 
mediately preceding paragraph are limited to firm power 
requirements, are they not? A. Yes. 

Q. So that your statement as you have it on page 55 in 
the second paragraph under the heading “Introduction” 
means, as I understand it, that under H and I Baltimore 
Company purchases all power and energy available to 
Holtwood Company in excess of the firm power require¬ 
ments delivered in Pennsylvania. Is that right? A. 
Yes. 
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Q. Now, will you point out to me in what provision of 
H and I it limits the amount available by reference to the 
firm power requirements? A. The words used are “In 
excess of that required to supply other customers”, and 
my interpretation was that only the firm power is a re¬ 
quirement. 

Q. Will you refer me to the Article in H and I that you 
relied upon for that construction? A. That is stated in 
Article 4, on page 6. 

[10705] Q. Well, now, just a moment. Have you finished 
your answer? A. I was looking for another place, but 
I haven’t found it. 

Q. Will you do so, please? A. I don’t find any other 
place right now. 

Q. Article 4 on page 6 in Item H is in the contract 
agreement dated December 31, 1927, is it not? A. That 
is true. 

Q. Now, in your opinion hasn’t Article 4 been super¬ 
seded by the supplement dated June 1, 1931, also included 
in Item H? A. That is true. 

Q. So that Article 4 is no longer applicable. Isn’t that 
right, Mr. Davis? A. I don’t know that that is super¬ 
seded by any other statement of entitlements. I think that 
still holds that all energy available in excess of require¬ 
ments of other customers, is the entitlement of Baltimore. 

Q. Is it your testimony that Article 4 in Item H is not 
superseded by Article II of Item H, page 28? A. That 
is what I was looking for. That seems to be the latest 
agreement, although- 

Q. Well, do you agree with me that Article II, page 28 
of Item H has superseded Article 4 on page 6? [10706] 

A. I believe that is right. 

Q. Now, is there anything in Article II, page 28 or 29 
which says what you say at page 55 of Exhibit 47 ? A. 
This says, “Not otherwise disposed of in performance of 
now existing contracts”. 
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Q. And that would include energy disposed of under 
existing contracts for interchange purposes, would it not? 
A. My interpretation is that anything in excess of require¬ 
ments which are obligations of contracts for firm power is 
at the disposal of Baltimore Company, and is disposed of 
in these other contracts in accordance with Baltimore’s re¬ 
quest or approval. 

Q. You make that construction in the light of the lan¬ 
guage in Article II, page 28 and 29 of Exhibit H. Is that 
right? A. Well, that is part of it. 

Q. Well, what other language, then, and when I say 
“language” I am referring to language in the contract, 
Item H, now in effect? A. Well, I would make that in¬ 
terpretation also in connection with the statement on page 
28 in the middle of the top paragraph. 

Q. That is a “Whereas” clause you are referring to, 
is that right? A. That is right. 

[10707] Q. Now, what particular statement in that para¬ 
graph do you have reference to now? A. That is in re¬ 
gard to “coordination can be attained and greater econ¬ 
omies effected by the sale to Electric of all Power’s electric 
power and energy (including that to be purchased from 
Safe Harbor) available for such sale,”. 

Q. Well, if the energy is sold to P. P. and L. for 
example, it isn’t available to Baltimore, is it? A. It is 
sold to P. P. and L. when it can be sold more economically 
there than it can be used in Baltimore or some other place 
on the system. 

Q. When it is so sold, it isn’t available to Baltimore, 
is it? A. No, that is sold because Baltimore can get 
more advantage out of it by selling it there than by having 
it delivered down to the city. 

Q. You say Baltimore sells that energy? A. It is 
sold for the account of Baltimore. 

Q. Are you saying that the sales of interchange energy 
shown on your Table 6, for example, which you label inter- 
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change transactions by Holtwood, are all transactions for 
the account of Baltimore? 

Trial Examiner: What table is that? 

Mr. Myse: 6, for example, or table 5. 

The Witness: Yes, that is what I am saying; that is 
a sale of Baltimore’s entitlements. 

[10708] By Mr. Myse: 

Q. That isn’t what my question was. My question was, 
are you saying that those sales you show on Table Number 
5 and Table Number 6 of Exhibit 47 as Sales by Holtwood 
or transactions by Holtwood are all transactions for the 
account of Baltimore? Now, will you answer that question, 
please? A. Yes. 

Q. That is your statement, is it? A. That is right. 

Q. Where in these cases are the deliveries made for the 
account of Baltimore? A. They are made over the 
northern connections of Holtwood with the northern com¬ 
panies. 

Q. Those deliveries are made in Pennsylvania for the 
account of Baltimore, I take it. A. That is right. 

Trial Examiner : What are you talking about now, 

these Pennsylvania Water sales to Metropolitan Edi¬ 
son, Pennsylvania Power and Light? 

The Witness: Interchange power, yes, not firm. 

By Mr. Myse : 

Q. Those deliveries are made by whom in each case? 
A. Those deliveries are made by Holtwood. 

Q. And they are made off the facilities of Holtwood 
[10709] to the facilities of the various Pennsylvania utili¬ 
ties we have been referring to? A. That is right. 

Q. In your opinion do the sales take place at that 
point? A. Yes. 

Q. Who collects the revenues for such sales? A. 
Holtwood collects it in the first instance. 
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Q. Who renders the bills for such sales? A. Holt- 
wood renders the bills. 

Q. Those sales are all—that is the amount of the sales 
I take it are all metered in Pennsylvania. A. That is 
right. 

Q. Does Baltimore Company report those sales in its 
FPC Form 1- 

Mb. Goldberg: Would that be decisive? 

Mr. Myse : I am just asking him the question. He 

seemed to think it was decisive in other connections. 

Trial Examiner: All right. 

The Witness: Did you ask a question? 

Mr. Myse : Yes. Will you read it back, please? 

(Question read.) 

By Mr. Myse : 

Q. —report for the year 1944? A. No, I believe not. 
[10710] Q. Now, you are not saying, are you, that Balti¬ 
more is a party to the interchange contracts with the Penn¬ 
sylvania customers, are you? A. No. 

Q. Have you ever found any document any place, any¬ 
where, in which either Penn Water or Baltimore made 
such a statement—that is, that the sales to the Pennsyl¬ 
vania customers we have been referring to are made for the 
account of Baltimore? A. I don’t know of any. 

Q. What did you base your opinion on? A. I based 
that on the general conditions of contract H and I under 
which Baltimore pays for all the costs of that energy and 
outside of the firm obligations that Holtwood has in Penn¬ 
sylvania, Baltimore has the direction of what shall be done 
with it, as to where it can be disposed of to the greatest 
advantage of Baltimore. 

Q. Now, in what provision of Item H and I do you find 
any specification of the authority to Baltimore to make a 
direction for the disposition of Holtwood or Safe Harbor 
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energy for that matter? A. Safe Harbor energy is not 
included in that. 

Q. Let’s confine it to Holtwood energy then. A. 
Holtwood energy and its entitlement from Safe Harbor. 
[10711] Q. You point out to me, if you can, and I am tell¬ 
ing you in advance there is no such provision, but I would 
like to have you point it out if you can, or whatever provi¬ 
sion you relied on in making that statement. 

Mr. Goldberg : You mean you think there isn’t, Mr. 

Myse? 

Mr. Myse : I am sorry I was interrupted. May I 

have the question. 

Trial Examiner: Read the question. 

(Question read.) 

The Witness: I relied on the condition in contract H 
and I which places Baltimore in the economic position of 
being benefited by anything that is done with interchange 
energy in excess of firm power, and being damaged by any¬ 
thing that is done to decrease the revenue received from it. 
In other words, it is based on the economic position of the 
old adage of “Who pays the fiddler has a right to call the 
tune.” 

By Mr. Myse : 

Q. But I am asking you, Mr. Davis, which specific 
article are you now referring to when you make those state¬ 
ments? A. The provision of Baltimore paying the en¬ 
tire costs of Holtwood generation plus its power bill from 
Safe Harbor. 

Q. Are you referring to Article III, page 29 of “H” 
[10712] when you make that statement? A. That is 
where it starts to specify- 

Q. Well, where else? A. Just a continuation of that 
which specifies all the payments to be made. 

Q. Is there anything in Article III that says Baltimore 
has the authority to direct the disposition of Holtwood 
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energy? A. No, I get that from the general operating 
arrangement and conversation with the operating commit¬ 
tee. 

Q. Who in the operating committee? A. Well, I 
have talked with Mr. Spaulding and Mr. Greer. That par¬ 
ticular information didn’t come from Mr. Spaulding. 

Q. Did it come from Mr. Greer? A. Mr. Greer in 
general conversation said that that energy is placed where 
it will be of the greatest economic advantage to Baltimore 
Company. 

Q. Did Mr. Greer ever tell you that Baltimore had the 
authority to direct the disposition of Holtwood energy? 
A. No, that is my translation of it. 

Q. Now, where did you get that translation from, other 
than the statements that you received from Mr. Greer? 
A. This situation that is presented here in Article III of 
Contract “H.” 

[10713] Q. And is that the only article you have reference 
to in the contract? A. The article which provides for 
Baltimore Company standing responsible for all the costs 
of Holtwood Company. 

Q. Well, is Article HI the only one you have reference 
to in making that statement? A. I don’t have any other 
in mind right now. 

Q. Well, look through the contract and tell me. I think 
it is very important to find out what you were referring to 
when you arrived at that conclusion. A. Well, we will 
let it stand on that article. 

Q. That is the only one you had reference to? A. 
That is all I have in mind at the present time. 

Q. Now, Mr. Greer is an employee of Consolidated Gas 
Electric Light and Power Company of Baltimore, is he 
not? A. I understand so. 

Q. Don’t you know? A. I never saw his pay check. 
I understand he is an officer of Safe Harbor Water Power 
Corporation and is a member of the organization of Con¬ 
solidated. 
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Q. When you say “a member of the organization,’’ you 
mean an employee? A. That is right. 

Q. Well, as a member of the operating committee he 
represents Baltimore, does he not? [10714] A. I think 
so. 

Q. Don’t you know that? A. It is my understand¬ 
ing that he does. 

Q. Don’t you know it? 

Mb. Goldberg : Mr. Examiner, I submit if the wit¬ 
ness states that is his understanding, that is his an¬ 
swer. 

The Witness: I have seen his signature on operating 
committee statements. 

By Mr. Myse : 

Q. Do you know that signature is as a member of the 
operating committee on behalf of Baltimore? A. That 
is the way I understand it. 

Q. He certainly doesn’t sign any documents presented 
by the operating committee as an officer of Safe Harbor, 
does he? A. That title is not attached, no. 

Q. In having these conversations with either Mr. Greer 
or Mr. Spaulding, did either one or both of those gentle¬ 
men tell you who did make the operating arrangements for 
interchange sales? A. I think the direct negotiations 
are made by Holtwood; that is, the contract with the north¬ 
ern companies is with members of the Holtwood organiza¬ 
tion. 

Q. And Holtwood carries out the arrangement, too, 
don’t they? [10715] A. That is right. 

Q. Who actually makes the decision as to what energy 
will be sold as interchange? A. I think the Holtwood 
organization does what you might call the determination 
of when it can be interchanged advantageously one way or 
the other. 

Q. Where does all this energy originate that is sold as 
interchange to the Pennsylvania customers, do you know? 
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A. Holtwood and Safe Harbor. Sometimes some will come 
up from Baltimore. 

Q. Do you know how much that latter amount is? 
A. It is a very small amount. I don’t recall. 

Q. What do you understand by the following, what do 
you understand the meaning to be of the following phrase: 

“Electric shall be entitled at all times to all the elec¬ 
trical capacity and energy from time to time available to 
Power . . . and not otherwise disposed of in performance 
of now existing contracts, . . . ” 

A. That was what I had in mind when I said require¬ 
ments that are obligations of Holtwood to supply power 
and not voluntary when-as-and-if arrangements of inter¬ 
change. 

Mr. Myse: Let’s have the answer, please. 

Trial Examiner: Read the answer. 

[10716] (Answer read.) 

The Witness: I should add I mean in excess of those 
firm obligations and not including the interchange. 

By Mr. Myse: 

Q. Well, as I understand your testimony, then, you 
construe the phrase “—not otherwise disposed of in per¬ 
formance of now existing contracts ’ ’ to mean not otherwise 
disposed of in performance of firm power obligations un¬ 
der now existing contracts. Is that right? A. That is 
the way I interpreted it. 

Q. And you have so interpreted that language in all 
your studies in this record. Is that right? A. I have 
used it in that way in the studies. 

Q. Now, did you recognize the language I used in my 
question as the language appearing in Article II of Ex¬ 
hibit “H”? A. That is right. 

Mr. Goldberg: That is not exactly as it appeared 

in Article II. Is that right, Mr. Myse? 
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Mb. Myse: You had made the same construction, 

however, of the language that does appear in Article 

II of Exhibit “H.” Isn’t that right? 

The Witness: That is correct. 

By Mb. Myse : 

Q. Now, if you will refer to page 56 of Exhibit 47 
[10717] under the heading ‘‘Service to be Performed,” 
sub-paragraph (d) you say “After satisfying its firm 
power commitments to Pennsylvania Company, Philadel¬ 
phia Company, York Company and Railroad Company, to 
place the balance of its available power and energy at the 
disposal of Baltimore Company,” do you not? A. That 
is right. 

Q. And I take it that that language in Exhibit 47 is 
the result of your construction of Article II of Exhibit 
“H”, page 28 and 29. A. That is the same statement 
I just made to you as what I interpreted (d) to be. 

Q. Now, will you look at page 41, please, of Exhibit 
47? Under paragraph (c) you say that the available out¬ 
put of Holtwood is disposed of under a contract for the 
sale of all the balance of available power and energy to 
Consolidated, do you not? A. That is right That is 
another statement of the same idea. 

Q. However, immediately preceding that you pointed 
out that part of the available output of Holtwood hydro 
is disposed of under certain interchange contracts. Isn’t 
that right? A. That is right. 

Q. Do I understand you to mean now that you would 
[10718] like to change the statement at page 41, sub- 
paragraph (c) ? A. That balance should include the in¬ 
terchange, that is true. 

Q. Then your statement as it appears on page 41 is 
not correct in your view. Is that right? A. That mis¬ 
construes a bit the basis on which I have proceeded, that 
the interchange is a part of the excess to which Baltimore 
is entitled. 
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Q. At least it is inconsistent with the statements I 
have referred to on page 55 and 56. Isn’t that right? A. 
That statement there should include the interchange in that 
balance available to Baltimore. 

[10719] Q. Now, if as you say, Baltimore is entitled to the 
balance of energy and capacity available from Holtwood 
only after firm power commitments in Pennsylvania have 
been taken care of, that means it is entitled to the balance 
of all of the energy no matter what the river flow conditions 
there are. Isn’t that right? A. That is true. 

Q. So that it isn’t just entitled to the balance of the 
energy under average riverflow conditions? A. It is 
entitled to the balance as it comes. 

Q. Well, my statement is correct, that it is not entitled 
to only the balance under average riverflow conditions, is 
it not? A. Oh, it is entitled to the balance each year 
whatever the flow produces. 

Q. And if the riverflow for a particular year is in 
excess of average over a thirty-year period, they are en¬ 
titled, as I understand your testimony, to the energy which 
is the balance available even though that amount of energy 
is in excess of the energy which would be produced under 
average riverflow conditions. Isn’t that right? A. 
Yes. 

Q. And the same thing is true with respect to capacity 
available after firm commitments have been met up in Penn¬ 
sylvania if you are right in your construction. Isn’t that 
right? [10720] A. That is right. 

• • • 

[10724] Q. Yesterday I asked you certain questions with 
respect to 73, 74 and 75, which is the Coatesville contract, 
and at page 10548, lines 13 to 15 in response to a question 
by the Trial Examiner you stated that “As an engineering 
and operating matter, Safe Harbor has no physical ability 
to do anything under this contract ’ ’, and I take it you were 
referring to the contract identified in these proceedings as 
Exhibit 73, 74 and 75. Is that right? A. Yes. 
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Q. Now, as a matter of fact, Holtwood has substantial 
generating facilities, does it not? A. Yes. 

Q. And Safe Harbor has substantial generating facili¬ 
ties? A. That is true. 

Q. From which facilities are available a substantial 
amount of energy and capacity and other services. Isn’t 
that correct? A. That is true. 

Q. And there is a transmission line connecting the Safe 
Harbor plant with the bus bar facilities at the Holtwood 
plant, is there not? [10725] A. That is right. 

Q. And there is another transmission line running 
from the bus bar in the Holtwood plant to the Philadelphia 
Electric Company area at Coatesville, Pennsylvania, is 
there not? A. That is right. 

Q. Now, given those generating facilities at Safe 
Harbor connected to the area of the Philadelphia Electric 
Company system at Coatesville, Pennsylvania, by a trans¬ 
mission line, do you still say that Safe Harbor has no 
physical ability to generate energy and have that energy 
delivered to Philadelphia Electric Company at Coates¬ 
ville? 

Mr. Goldberg : Is this a hypothetical question you 

are putting to the witness? 

Mr. Myse: No. 

The Witness: Certainly it has physical ability to gen¬ 
erate energy, but that is all. 

By Mr. Myse: 

Q. Does it have physical ability to generate that energy 
and have it delivered to Coatesville? A. No. 

Q. It has no physical ability. Why do you say that? 
A. Because it has no transmission line to get it there. 

Q. So, as I understand your testimony, Safe Harbor 
has no physical ability to do anything under contracts 73, 
74 [10726] and 75 because it has no transmission line which 
it owns to get the energy there. Is that it? 

Mr. Goldberg: Just a minute. 
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Is that question asking him if that is what he 
meant by his answer at lines 13 to 15 of transcript 
10548? 

Mr. Myse: Read the question. I think you mis¬ 
construed it. 

Trial Examiner: Read the question. 

(Question read.) 

Mr. Goldberg: In other words, the question as I 
understand it, Mr. Examiner, refers to the questions 
and answers just had this afternoon and not to the 
answer given on transcript 10548. 

Mr. Myse: Well, Mr. Goldberg can construe it any 
way he wants. I think my question is clear. 

Trial Examiner: All right. You may answer the 
question, Mr. Witness. 

The Witness: As an engineering and operating mat¬ 
ter, Safe Harbor has no physical ability to do anything 
under the Coatesville contract because, first, it has no 
transmission line, and second, it has no energy after it 
leaves the plant to deliver. It is sold before it goes through 
the transformers at Safe Harbor. 

By Mr. Myse : 

Q. Well, the amount of energy that it has left after 
[10727] whatever sales you had reference to has nothing to 
do with physical ability, does it? 

Trial Examiner : I think you are arguing with the 
witness now. 

Mr. Myse: I would like to understand what he 
meant by physical ability. 

Trial Examiner: I think it is clear. I will rule 
the question out. 

• • • 

Q. Now, what provision of the contracts in these pro¬ 
ceedings if any do you base that latter statement on, that 
is namely, it has no energy to be sold after it leaves the 
transformers at Safe Harbor? 
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Mr. Goldberg : I think it is repetitious, Mr. Exam¬ 
iner. All we have got to do is look at transcript 10548, 
and the preceding answer at the bottom of 10547 which 
precedes that answer on 10548. 

Mr. Myse : I don’t see any place where I asked this 
question. 

Mr. Goldberg : It is the same subject matter. 

Mr. Myse : That may be true, but this is a differ¬ 
ent question. 

[10728] Mr. Goldberg: You use new words- 

Trial Examiner: Just a minute. 

Mr. Goldberg: That doesn’t make it less repeti¬ 
tious. 

The answer I refer to begins at line 22 on page 
10547. 

Mr. Myse: Mr. Examiner, I must object to that 
kind of interjection by Commission counsel. I think 
it is highly unwarranted in the middle of my cross- 
examination. 

Trial Examiner: All right. 

Just let me have a chance to read it, please. 

Read the question. 

(Question read.) 

Trial Examiner: I don’t agree counsel is repeti¬ 
tious on the basis of what has been said on pages 
10547 and 10548, but I do think it is repetitious on the 
basis of all the testimony. 

Mr. Myse: I haven’t even begun to ask him about 
the Safe Harbor contract if that is what he had refer¬ 
ence to. 

Trial Examiner : The question taken in its present 
place in the cross-examination is ruled out. 

By Mr. Myse : 

Q. Mr. Davis, did you have any reference to the con¬ 
tract E, F and G, Article II or Article HI in making the 
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statements you made this afternoon with respect to the 
ability of Safe Harbor to perform physical operations in 
connection with the contract, Exhibits 73, 74 and 75? 
[10729] Me. Goldberg: Roman II and HI of “E”. Is that 
it? 

The Witness: Did you name another Article—besides 
Article II in E- 

Mr. Myse : II and III. 

The Witness: Well, those are the articles that I rely 
on for saying that Safe Harbor has no energy after it 
leaves the plant. As soon as it strikes the transformers, 
it belongs to Holtwood, and Holtwood has the transmission 
line. It belongs to either Holtwood or Baltimore, and Holt¬ 
wood has the only means of delivering it from Safe Harbor 
to Coatesville. 

Trial Examiner: Now, I think the fact that coun¬ 
sel—just a minute. 

Read me the first part of the answer. 

(Answer read.) 

Trial Examiner : I think the fact that counsel was 
able to name the provisions w’hich he appeared to be 
confident the witness would affirm as those upon which 
he would base his answer to that question, sustains the 
Examiner’s previous ruling. The question could only 
lead to repetitious testimony. 

Mr. Myse: I want to say to the Examiner that I 
wasn’t confident and I am still not confident that those 
are the only provisions, and I want to pin him down 
to that. 

Trial Examiner: You may not be confident, coun¬ 
sel, but the Examiner is. 

By Mr. Myse : 

[10730] Q. Now, the construction of Article H of Exhibit 
—or Item E that you have just referred to—is basic to all 
your studies in this record, is it not? A. That is right. 
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[10738] Q. Well, you may correct any statement you made 
immediately prior to the recess as far as I am concerned. 
A. You asked me under what contract the energy from 
Baltimore to Safe Harbor over the 220 kv lines was sold to 
Holtwood. I answered wrongly, E, F and G. It has noth¬ 
ing to do with that contract. It is sold under H and I. 

Q. As a matter of fact, you answered E, P and G twice 
in your answer, did you not? A. I might have, but H 
and I is the right answer. 

Q. Now, what provision under H and I do you now 
have reference to? A. Article 6 provides for supply of 
backfeed. 

Q. That is Article 6 of Item “H”? A. That is 
right. 

Q. Now, is there any other Article in any of the con¬ 
tracts that you know of which covers the purchase by either 
Holtwood or Safe Harbor of backfeed or any other energy 
from Baltimore? A. There is no provision for any pur¬ 
chase of anything by Safe Harbor. I have nothing in mind 
about another provision for the purchase by Holtwood from 
Baltimore. 

Q. You say you have nothing in mind. The fact is, 
there isn’t any. [10739] A. I don’t know of anything. 

Q. Now, Article 6 of Item “H”, page 9, is also included 
in the contract dated December 31, 1927. Is that right? 
A. Article 6 is in the 1927 contract. 

Q. And do I understand your testimony to be that you 
are of the opinion that Article 6 is still in effect? A. 
Yes, that is my opinion. 

Q. Now, Article 6, however, provides only for the pur¬ 
chase of steam-generated energy, does it not? A. That 
is right. 

Q. And it provides for the purchase of such steam¬ 
generated energy from Baltimore on a daily net basis, does 
it not? A. That is right. 


1524 


George H. Davis, Cross 


[10781] Q. Now, at page 1170 of the transcript of the 

direct testimony-1170 through 1172—you testified with 

respect to certain sources of basic data, instructions as to 
method in presenting your Exhibit Number 64, did you not? 
A. Is that the transcript for yesterday ? 

Q. No, sir, that is back under your direct testimony, a 
long, long time ago. A. Oh, 1170, not 11,000. Did you 
ask a question? 

Q. Yes, will you read it, please? 

(Question was read.) 

The Witness: That is generally my statement of the 
sources of my information. 

By Mb. Myse : 

Q. Well, do I understand from your testimony at those 
pages that you assume no responsibility for the accuracy of 
the basic data? [10782] A. That is right. 

# • * 

[10783] Q. Now, also at 1171 you stated that you con¬ 
sulted Mr. R. T. Greer of the Baltimore Company. A. 
That is right. 

Q. And then you go on to say that he is in charge of 
the operations of the interconnected system. Now, what 
[10784] interconnected system did you there have refer¬ 
ence to? A. Baltimore, Holtwood and Safe Harbor. 

Q. Do you mean to say that Mr. Greer is in charge of 
the operations of Holtwood Company? A. He is a mem¬ 
ber of the committee that handled the interconnection, and 
for his company he is in charge, as I understand it, of the 
interconnection arrangements. 

Q. Well, does that mean to you that Mr. Greer is in 
charge of the operations of Holtwood Company? A. No. 

* * # 

[10785] Q. Is that the only subject matter that you con¬ 
ferred with employees of Baltimore Company on in connec¬ 
tion with your Exhibit 64? A. I believe that is right. 
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Q. What other employees other than Mr. Greer did 
you confer with? A. None other than Mr. Greer before 
the preparation of Exhibit 64. 

Q. How about after the preparation of Exhibit 64? 
A. My conferences after that, Mr. Gibbs, Mr. Thomas and 
Mr. Greer. 

Q. When you say Mr. Thomas, you mean Mr. Ralph L. 
Thomas? A. That is right. 

Q. Were the subjects of those conferences related 
solely to capacity value or dependable capacity ? A. Oh, 
the general subject of handling the energy in excess of the 
firm power requirements came into the conversation. 

# * # 

[10787] Q. Did you use any data from the 1944 Form 12 
report filed with the Federal Power Commission by Con¬ 
solidated Gas Electric Light and Power Company of 
Baltimore? A. We used the peak loads of the Pennsyl¬ 
vania customers at the time of the system peak. That was 
the only place we found those reported. 

Q. Is that the only place you found that data and 
relied upon it for your Exhibit 64? A. Yes. The peaks 
of the Holtwood-Safe Harbor system peak were at another 
time, and were not used. 

* # * 

[10804] Q. Now, as I understand your testimony at page 
1170, lines 5 to 9 inclusive, you there attempted to state the 
general purpose of your Exhibit 64. Is that right? A. 
That is right. 

Q. And as I understand that testimony, that purpose is 
to determine all costs associated with the rendering of a 
particular service or group of services to a particular cus¬ 
tomer to compare those allocated costs with the charges 
collected for the service or services which are involved. 
[10805] Isn’t that right? A. I don’t find those words in 
that answer. 
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Q. Well, will you tell me whether that is your purpose 
and my understanding of your testimony? A. The pur¬ 
pose was to make an analysis of capital costs, operating 
expenses, all other costs of Holtwood and Susquehanna 
Companies, and to allocate those to the service furnished 
to various customers. 

Q. Well, my question is, however, is my statement of 
your purpose correct or not, and I assume you would like 
to have it read back now. Would you? A. Yes. 

Trial Examiner : Bead the question. 

(Question read.) 

By Mr. Myse : 

Q. Isn’t that a correct statement, Mr. Davis? A. 
May I ask what you mean by a group of services? 

Q. Well, for example, in the case of Edison Light and 
Power Company there were a number of different kinds of 
services involved, and that is what I had reference to when 
I said “group of services.” A. If I recall those kinds of 
services, they were merely conditions of the delivery of 
electric power and energy. I did not segregate any of those 
conditions. I did not separate the cost to apply it to any of 
those conditions. [10806] My cost analysis was based on the 
amount of power and energy delivered, and the costs in¬ 
clude all such things as facilities for the delivery, facilities 
for furnishing reactive current whenever it was furnished, 
and furnish other conditions necessary to deliver power 
and energy in the form the customer required to put to 
beneficial use. 

Q. Now, with that understanding of the meaning of 
group of services, will you now tell me whether my state¬ 
ment of your purpose is correct or not, and if you would 
like to have it read back, I assume the Examiner will allow 
it. A. No. The group of services that you speak of are 
not separated in any allocation that I have made except 
where isolated costs for a transmission line, or some facil¬ 
ity that is isolated, there is no other separation of any 
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group of services. The rest of it is delivery of power and 
energy. 

Q. All right, Mr. Davis, but with that understanding 
will you tell me whether my statement of your purpose is 
correct or not? A. If you consider my statement equal 
to yours, it is, but I can’t translate it into your terms. 

Q. When you say your statement is equal to mine, you 
mean your statement defines group of services as I used it. 
Is that what you mean? A. Well, if you think my state¬ 
ment does apply to [10807] group of services as you used 
it, then your statement is correct. 

• # * 

Q. From your knowledge of the operations of the Safe 
Harbor and Holtwood developments, would you say that 
they are operated as a unit? A. They are operated like 
two power plants in the system. 

Q. Well, wouldn’t you say that the way these par¬ 
ticular power plants are operated that they are operated as 
a unit? A. You mean as if they were all in one location 
and building? 

Q. Yes. A. They are operated that way so far as 
the operation of the plants go. 

Q. That is all I asked you about, Mr. Davis. Isn’t that 
right? A. As far as the operation of the plants go. 

• • * 

[10813] Q. Mr. Davis, as I understand the purpose of your 
exhibit 64, it was to determine only the cost incurred by 
Penn Water in rendering whatever services it rendered to 
its several customers. Is that right? A. That is right. 

Q. So that there are no costs included in your Exhibit 
64 incurred by Safe Harbor except those costs which may 
be covered by the payment that Penn Water makes to Safe 
Harbor under item E, F and G. Isn’t that right? A. 
That is right, one-third of Safe Harbor’s total costs. 

Q. Now, as I understand it, that payment by Penn 
Water to Safe Harbor we have just referred to was neither 
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intended to nor does it cover any of the costs of Safe Har¬ 
bor incurred by Safe Harbor for any of the services 
rendered to the railroad [10814] in Maryland. Isn’t that 
right? A. I have so treated it. 

Q. Well, isn’t my statement correct? A. I think so. 

Q. However, you have included in your exhibit 64, 
have you not, certain costs incurred by Baltimore Company 
in connection with the rendering of backfeed service under 
the contract identified in this exhibit as item H and I. 
Isn’t that right? A. That is right. 

# * * 

[10846] Q. So that the maximum steam capacity required 
on the Holtwood Safe Harbor system occurs throughout 
the year. Isn’t that right? A. That is not a clear way 
to put it. 

Q. Well, is my statement correct or not? A. Not 
exactly. Maximum steam requirement to carry the [10847] 
load is what I defined as the critical period. Holtwood-Safe 
Harbor system turns out what it can, and any excess goes 
into another system, and they have no peak for which they 
are specifically responsible. 

Q. You mean they have no firm power obligations. 
A. Yes, they have some firm power obligations, but they 
don’t stand alone responsible for them. 

Q. Well, who else is responsible for supplying the 
peaks under those firm power obligations? A. Balti¬ 
more Company is standing back of the peaks on those firm 
power obligations. 

Q. And you say that despite the fact that Baltimore 
isn’t obligated at all under the contracts which created 
those peaks. Is that right? A. That statement is based 
on the relative economic condition that is the result of the 
application of contract identified as H and I, under which 
in effect the entire output of the Holtwood system is sold 
for the account of Baltimore. Baltimore gets all of the 
revenue from it, pays all of the costs, and in effect its 


George H. Davis, Cross 1529 

economic effect is the same as if Baltimore were leasing 
that plant. 

Q. Did I understand yon to say, Mr. Davis, that you 
are now saying that all of the output of Holtwood and Safe 
Harbor is sold for the account of Baltimore? A. Prac¬ 
tically, in economic effect, and the coming back [10848] to 
the responsibility for the peak loads of the Pennsylvania 
customers, if those loads are defaulted on, and the service 
is not supplied, it makes no difference to Holtwood’s 
income or financial position. It makes no difference to the 
financial position of any other company, but Baltimore is 
the only one that is hurt, and it would be just as damaging 
for Baltimore to allow those loads to be defaulted on as 
any other load in the Baltimore area, down in the city of 
Baltimore. 

Q. Mr. Davis, will you point specifically to any pro¬ 
visions in item H or I upon which you rely for making the 
statement you have just made with respect to the sale of all 
of the Holtwood and Safe Harbor output for the account 
of Baltimore? I would like to have you be more specific if 
you can with respect to the provisions in the contract. 
A. I think you understood what I said, that the general 
economic position in which Holtwood and Baltimore are 
placed by the application of all the provisions of the con¬ 
tract identified as H and I, wherein Baltimore pays all the 
costs, gets all the revenue from all of the power that is sold, 
and in economic effect all of the output is sold for Balti¬ 
more’s account and so credited. 

Q. Well, then, do I understand your answer to be that 
you cannot be more specific other than to point to the entire 
contents of the contract? Is that right? 

• * • 

[10849] The Witness: That is right. 

* # * 

[10858] Q. Now, of course the water storage at the Holt¬ 
wood and Safe Harbor sites may be regulated on a greater 
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than a weekly cycle. Isn’t that correct? A. That is done 
in case of emergency, and that is the extra capacity that is 
figured for additional draw-down. Dependable capacity is 
first figured on the regular weekly recovery schedule. 

Q. Well, isn’t it a fact that the operation of those 
hydro plants at those two sites may be operated on a sea¬ 
sonal [10859] draw-down basis? A. You don’t have 
seasonal storage. 

Q. Well, are you saying that they can’t be operated 
on a seasonal drawn-down basis? A. They are not what 
you call storage plants on a seasonal basis. They are run- 
of-river plants. They can operate on storage for a period 
of a week, probably. 

Q. Now, as I understood it, you said normal operation 
was on a weekly re-fill basis. Is that right? A. That is 
right. 

Q. Is there any reason why they can’t be operated on 
the basis of draw-down in a series of weeks? A. Oh, 
they would be in case of emergency. That is how the pond¬ 
age is used. If they had a serious outage at some other 
place, they can draw the pond down to a point beyond any 
possibility of refilling at the beginning of the next week, 
but sooner or later they have to back off, and the storage 
capacity or the dependable capacity that has been figured 
on a weekly refill will not be there unless the river flow 
comes up. 

Q. Well, do you know whether or not the riverflow 
conditions on the Susquehanna are such that the Holtwood 
and Safe Harbor hydro plants can be operated on a weekly 
cycle with a series of draw-downs, and then gradually 
bringing the water level up again? [10860] A. That 
probably is done, taking the chance that the riverflow will 
increase. If it doesn’t you have got to back off and carry 
the load with steam. 

Q. In order to do that, you have to know the probabil¬ 
ities of riverflow, do you not? A. Well, that is true. You 
take a chance on it. 
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Q. Do you know whether or not there is any increased 
generation at the Conowingo hydro plant which is available 
to the Penn Water and Safe Harbor system when you have 
increased draw-down at Safe Harbor and Holtwood? A. 
Of course any increase in the draw-down delivers that much 
more water to the Conowingo plant. 

Q. I understand that, but if that water is used for the 
generation of energy, is it available to Penn Water and 
Safe Harbor system? A. On a “When, as and if” basis, 
it might be. There is no commitment to supply it except the 
general agreement to furnish emergency service and to 
coordinate. 

Q. But under those conditions, it would be available 
to the Penn Water-Safe Harbor system? A. It would 
be available if they had it to spare. 

Q. You might plan it that way. Isn’t that right? 
A. As far as system planning, if you mean installing addi¬ 
tional capacity, as I understand it those plans are for the 
requirements of their own system and they do nothing that 
[10861] gives any assurance that they are going to have it 
available for Holtwood, Safe Harbor or Baltimore. If 
they have it, they are willing to furnish it. 

Q. Are you saying that Safe Harbor, Holtwood and 
Philadelphia Electric, at its Conowingo plant, never plan 
to utilize the energy in coordinated operation between the 
systems which arises out of increased draw-down at the 
Safe Harbor and Holtwood orperations? 

Mb. Goldbebg: May I have that, please? 

The Witness: I didn’t say that. 

Trial Examiner : Yes. 

(Question read). 

By Mb. Myse : 

Q. Do you know whether or not they do make such 
plans? A. No, I don’t know. 

Q. Do you think that this is a fair statement, Mr. 
Davis: A run-of-river-plant refers to those plants whose 
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operations can’t be regulated over a period of more than 
a few hours, either from storage at site or above, but whose 
operation is in general controlled by the volume of flow 
which must be utilized as it occurs or be wasted? 

Mb. Goldberg : A fair statement as a general defi¬ 
nition or applied specially? 

Mb. Myse : As a general definition. 

The Witness : As that term is generally used, a period 
of [10862] a few hours is much more restrictive than you 
would ordinarily find. 

Q. You don’t agree with that statement, then. A. 
That is rather narrowly confined, more so than the term is 
generally used. I don’t agree with that as a general use of 
the term. 

Q. Now, it is a fact, however, that the operation of the 
Safe Harbor and Holtwood plants can be regulated over 
a period of more than a few hours. Isn’t that right? A. 
That is true. 

Q. And their operation is not in general controlled by 
the volume of flow in the Susquehanna River which must be 
utilized as it occurs or be wasted? A. Pretty close to 
that. In March, April and May they would probably like 
to use more of it, but they can’t, so it is wasted. 

Q. That is during the high-flow months. A. That is 
right. 

• # • 

[10863] Q. Do you mean to say by that that if the load that 
the Holtwood-Safe Harbor plants actually serve is a sharp 
load that it would not have more dependable capacity avail¬ 
able from their operations than if it was a flat load, so to 
speak? A. Oh, surely, but that is what I gave you in my 
previous answer, that there is no load that is specifically 
a Holtwood-Safe Harbor load. It is theirs when they can 
carry it. It is someone else’s when they can’t. 

Q. Certainly they have a load commitment to the Penn¬ 
sylvania customers, do they not? A. They have a com- 
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mitment, but they couldn’t keep the [10864] commitment if 
they didn’t have help. 

Q. They could get that help from the Pennsylvania 
customers themselves, could they not? A. They could 
if they had it to spare, but they don’t do anything to assure 
that they will have it. 

• # * 

[10865] Q. Are you saying that if there were no interchange 
contracts with the Pennsylvania customers, that that would 
have no effect on a determination of dependable capacity 
for the Holtwood and Safe Harbor systems? A. It might 
be given some consideration, but I don’t believe so because 
it would simply mean that while off-peak capacity in Balti¬ 
more is there already, it might be cheaper to get it from 
Pennsylvania, and it would be gotten there. If it was more 
expensive than the energy from Baltimore, then Baltimore 
would furnish it under the present method of operation. 

* • • 

[10870] Q. As I understand your Exhibit 64, you used what 
is termed non-coincident peak method of allocating demand 
costs. Isn’t that right? A. That is right. 

Q. There are other methods of allocating demand costs. 
Isn’t that true? A. Yes, there are a number of methods 
of allocating demand costs. 

Q. Well, one other method is the coincident peak 
method, or what is commonly referred to as the peak 
responsibility method. Isn’t that right? A. That is an¬ 
other method, yes. 

Q. Now, the non-coincident peak method which you 
used requires the determination of the maximum non-coin¬ 
cident demands of all the customers. A. That is right. 

Q. And it assumes that the costs associated with the 
different demands of each customer are in proportion to 
the ratios of the maximum demands of each customer to 
the [10871] total of the non-coincident maximum demands 
of all the customers. A. That is right. 
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Q. And that is an assumption, isn’t it? A. Well, 
that is the way they are allocated in Exhibit 64. 

Q. But that is an assumption, isn’t it? A. That they 
are proportionate? 

Q. Yes. A. That is right. 

Q. Have yon made any stndy in this case for the pur¬ 
pose of Exhibit 64 or otherwise to determine whether or 
not the costs of Holtwood do vary in proportion to ratios 
of the maximum demands of each customer to the total of 
the non-coincident demands of all the customers? A. No, 
I have made no special study on that. 

• • • 

[10874] Q. Now, isn’t it true, Mr. Davis, in using the non¬ 

coincident peak method as you have in Exhibit 64, the peak 
demands of the various customers that are used in that 
method should be on the same basis? Isn’t that right? That 
is, they should be measured on the same basis. A. Oh, 
you mean whether they are one hour or thirty minutes? 

Q. That is right. A. Surely, that is true. 

• • • 


[10924] SAMUEL JOSEPH 

• • • 

Cross Examination (continued) 

By Mb. Spabks : 

• • • 

[10954] Q. What is the significance and meaning of the 
eamings-price ratios shown in the last column of page 40 
of Exhibit 46 for the purpose of the determination of the 
fair rate of return to Penn Water? A. Here we have 
a list of all of the common stocks of electric operating 
utilities offered to the public during the period 1935 to 
1945. The last column shows the eamings-price ratio as at 
the time of the offer. Looking at that column and having 
in mind a certain cost that the utility bears, you have a 
view of cost of capital on common stocks to these utilities. 
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This, then, combined with the information [10955] shown 
at pages 38 and 38-A would give you an idea of what rate 
should be allowed on the equity of Pennsylvania Water and 
Power in a rate proceeding. 

Q. How would you get an idea of what should be 
allowed, Mr. Joseph, in that respect by examining the 
earnings offering price ratio shown in the last column of 
page 40? A. Well, your own mental processes would 
determine that. You are interested in finding out what is 
fair to allow for Penn Water. Well, you say, in accordance 
with the Bluefield case and in accordance with the theory 
generally, “We will allow what investors seem to be requir¬ 
ing.^ You look at page 40 and pages 38 and 38-A, make up 
your mind as best you can what that requirement is. 

• # • 

[10960] Q. What companies on page 40 of Exhibit 46 are 
companies comparable to Penn Water so far as risks and 
uncertainties are concerned as that latter term is used in 
the Bluefield case? A. All of them. 

Q. Didn’t I just ask you a few minutes ago if all of 
the companies on page 40 are comparable to Penn Water 
so far as risks and uncertainties are concerned, and didn’t 
you say [10961] “No”? A. Well, if I did, I should have 
changed that answer. We are dealing with this problem: 
You have to select data from amongst all of the data avail¬ 
able on companies whose risks are comparable to Penn 
Water. You do that by dealing with operating electric util¬ 
ity companies. That is my understanding of one way of 
selecting companies of comparable risks. 

Now, having selected companies of comparable risks 
your question is, are these companies within that selection 
very dose to, or have the same characteristic of, Penn 
Water. I say there are differences, certainly. Penn Water 
is a hydro company. Perhaps none of these companies has 
a major operation as a hydro-electric company. 

Q. All right. Now— A. I hope that explains the 

apparent inconsistency. You can’t say these companies are 
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similar or dissimilar, however you approach the problem. 
They are similar in my view under the definition of the 
Bluefield case. 

Q. What do you mean “similar in your view”, Mr. 
Joseph, within the meaning of the Bluefield case, as to 
corresponding or comparable risks, and uncertainties? 
A. Well, I mean this: If I had selected for page 40 statis¬ 
tics on brewery companies, let us say, then I think there 
would be a very definite argument as to whether the 
Supreme Court meant by “comparable risks” to compare 
a brewery [10962] with a hydro-electric plant. But when 
I select operating electric utility companies, and include 
therein all of the information which is available, attempting 
thereby to refrain from any personal judgment as to the 
figures which should be included, then I have met the 
requirement of the Bluefield case. 

Q. Let’s see if I understand what you are saying, Mr. 
Joseph. That is, you construe the Bluefield decision where 
it refers to investments in companies having corresponding 
or comparable risks and uncertainties to be satisfied in a 
presentation for determination of a fair rate of return if 
that presentation includes companies merely of the same 
industrial class. Is that correct? A. Same general 
class, yes, sir. 

Q. In other words, the fact that all of these companies 
on page 40 are electric operating utilities is sufficient in 
your judgment to meet the requirement of the Bluefield 
decision so far as comparable risks and uncertainties are 
concerned. Is that correct? A. Yes. 

Q. And in your view you need make no other investi¬ 
gation of any of these companies to determine comparabil¬ 
ity other than to determine that they are electric operating 
companies. Is that correct? A. I think that is correct, 
yes. 

• • • 
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[11091] GEORGE H. DAVIS 

• • • 

Cross-Examination (Continued) 

By Mr. Myse: 

Q. You may recall, Mr. Davis, that Friday evening we 
were discussing the variations in demands made by the 
various Pennsylvania customers on the Holtwood-Safe 
Harbor [11092] system, do you not? A. That is right. 

Q. Now, what do you understand by the term of ‘ 1 di¬ 
versity’ ’ between demands? A. Demands that do not 
occur at the same time. 

Q. Well, if demands of two customers had greater di¬ 
versity than the demands of two other customers, what 
would you understand by that situation? A. I would 
understand that the two customers having greater diversity, 
there would be a greater difference between the sum of 
their individual maximum demands and the simultaneous 
demands of the two. 

Q. And that would occur if there was a wide divergence 
between the times of the maximum demands of the two 
customers as compared to the divergence in the time of 
the second set of two customers. Is that right? A. A 
greater difference between the maximum demands of each 
customer and the demand that it happened to have at the 
time when there was a coincident maximum. 

Q. Now, it is possible, is it not, that the diversity be¬ 
tween peak demands of various customers may change from 
time to time? A. It usually does. 

Q. And it is also possible that the diversity between 
the demands of the customers on the Holtwood-Safe [11093] 
Harbor system would change as between the year 1944, 
1945 and 1946. Isn’t that right? A. It probably did. 

Q. And what that means is that the sum of the co-inci¬ 
dent demands probably changed as between the years 1944, 
’45 and ’46. Isn’t that right? A. Without doubt it 
did. 
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Q. That also means, does it not, that you would have 
a consequent change in the unit costs of capacity, for exam¬ 
ple. Is that right? A. That is true, as I figured the 
unit cost based on the sum of the individual maximum de¬ 
mands. 

Q. Now, the other day we mentioned one other method 
of determining cost to be allocated between customers in 
the case where you have facilities used jointly for various 
customers, that was the peak responsibility method. Isn’t 
that correct? A. That is true. 

Q. Now, that method assumes that the costs associated 
with the demands of each customer are in proportion to 
the ratios of the coincident demands of each customer at 
the time of the maximum peak demands on the system to 
the total maximum peak demand on the system. Isn’t that 
right? Would you like to have that read back? A. I 
think that was a little twisted up there. 

[11094] Trial Examiner: Read the question. 

(Question read.) 

The Witness: Under the method of peak responsibil¬ 
ity, the capacity costs are allocated on the ratio of each 
customer’s demand at the time of system peak to the total 
coincident system peak. 

Mr. Myse: Well, that is what I intended to say. 
Now, will you have my question read back and see 
whether or not you agree with it? 

Trial Examiner: I don’t see the necessity of read¬ 
ing the question hack if that is what was meant. 

Mr. Myse : I want to see if there is any divergence 
between what I asked and what the witness stated. 

Trial Examiner: You will have the transcript 
available. 

Mr. Myse: May I have the witness’ last answer 
read back, then? 
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Trial Examiner: Yes. , 

(Answer read.) 

By Mr. Myse : 

Q. Well, that means, does it not, that the peak re¬ 
sponsibility method assumes that the costs associated with 
the demands of each customer are in the same ratio as 
the ratio of each customer’s demand to the total demand 
at the time of system peak? [11095] A. That is right. 

Q. However, that assumption isn’t always valid, is it? 
A. No, I don’t think it is. That is, the assumption that the 
costs are associated with the ratios of individual peaks to 
simultaneous peak at that particular hour. There are too 
many variations that come in there. 

Q. Do you agree with this statement, Mr. Davis: The 
system capacity and the use of that capacity during the 
most severe operating conditions and on the coincidental 
system peak day are the important conditions which influ¬ 
ence demand costs? A. Yes, I think that is generally 
true. 

Q. Do you think that statement is applicable to this 
proceeding in determining allocation of costs of Holtwood? 
A. In other words, you are asking whether I think the peak 
responsibility method should be applied to this case? 

Q. I didn’t ask you that. I asked you whether that 
statement which you say is generally true should be applied 
to this case. A. As I understood your statement, it was 
that the system peak demand is the important thing in 
determining capacity costs. 

[11096] Q. Well, will you read back my statement. I don’t 
think you have stated it exactly the way I have. 

Trial Examiner: Yes. 

(Statement read.) 

The Witness : Yes. 
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[11100] Q. Now, as I understand your Exhibit 64, you 
allocated hydro production costs associated with installed 
capacity which was in excess of the dependable capacity 
which you used for December of 1944, and classified those 
costs as energy costs? A. That is right. 

Q. Well, who makes use of that energy created by the 
capacity available in excess of the dependable capacity in 
December? A. Oh, that is used by all customers just 
the same as any other energy. 

Q. Well, at 1195, lines 7 through 13, you point out 
there it is the larger load during these periods of high 
river flow that constitutes the use of what you call the 
excess installed capacity to produce the greatest practicable 
amount of energy from the available water. Do you not? 
A. That is right. 

[11101] Q. Now, since that was in answer to what should 
appear as a question at line 5, but actually appears as an 
answer, as I understand that testimony you were relating 
that larger load to the load delivered to Baltimore. Is that 
right? A. Well, more of that load goes to Baltimore, 
more of that energy goes to Baltimore during periods of 
high river flow, of course. 

Q. Well, does any of it go to the Pennsylvania cus¬ 
tomers? A. It might. It goes wherever it can be used 
to the best advantage. 

Q. Are you referring now to interchange transactions ? 
A. That is right. 

Q. You are not referring to firm power transactions? 
A. It could go to the firm power loads. You can’t control 
where any particular energy goes. 

Q. But I say that most of it goes to Baltimore. Is that 
right? A. I said more of it goes to Baltimore, more of 
the energy generated at the hydro plants goes to Baltimore 
during periods of high river flow. 

• • • 

[11104] Q. Well, now, as I understand your Table I, that 
is Roman I of Exhibit 64, the purpose of that table was to 
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show the assignment of Penn Water or Holtwood and 
Susquehanna costs associated with facilities used primarily 
for the service to one or more customers directly to the 
customers for whose service they are used. Isn’t that 
right? A. That is right, together with the balance 
shown in a pool for later allocation. 

Q. Well, I was going to get to that, Mr. Davis. A. 
Oh, excuse me. 

Q. And that Table I also shows, as I understand you 
now, the assignment of whatever costs you thought proper 
to assign associated with facilities which were used jointly 
by all customers and you assigned those costs to a pool. 
Isn’t that right? A. That is right. 

Q. And that means, as I understand your testimony in 
support of the exhibit, that all of the items included in 
what you call pool costs are costs associated with facilities 
used by all of the customers in varying amounts. Isn’t that 
right? A. That is the way they were considered, yes. 
[11105] Q. And that was your assumption? A. That 
is right. 

Q. And you assumed the entire production plant at 
Holtwood, since you assigned it as a pool cost, was used 
for service to all customers of Penn Water. Is that right? 
A. That is right. 

Q. Now, actually, the production equipment at Holt¬ 
wood consists of basically two classes of equipment, that 
is, 25-cycle and 60-cycle generating equipment and steam 
60-cycle generating equipment? A. That is true. 

Q. You separated the steam and the hydro, did you 
not? A. Proper operating costs, yes, and in allocating 
costs from the pool I separated steam from hydro. 

Q. Well, your Table I shows them separately and that 
was intended to show all of the costs associated with the 
steam production plant separate from the hydro production 
plant. Isn’t that right? A. That is right. 

Q. Now, you also show some $15,847,486 worth of 
equipment as hydro production plant assigned entirely to 
the pooh Isn’t that right? A. That is right. 
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[11106] Q. And that hydro production plant that you there 
show consists largely of the generating units and associated 
equipment used for the production of energy capacity and 
other electrical services. Isn’t that right? A. That is 
right. 

Q. Now, eight out of the ten main generators are 
25-cycle generators, aren’t they? A. That is right. 

Q. And they are used largely for service to Baltimore, 
are they not? A. That is true, except for a small 
amount which might go through a frequency changer. 

Q. They are not used for service to Coatesville, are 
they? A. You could hardly find a significant amount of 
that power probably getting to Coatesville. 

Q. Well, except for that insignificant amount they are 
not used for service to Coatesville? A. That is right. 

Q. And they are not used for service to Metropolitan 
Edison Company, in 1946, or were they used for service to 
Edison Light and Power Company or Metropolitan Edison 
Company or both in 1944? A. Those units were not, no. 

Q. I supposed you would say that Pennsylvania Power 
[11107] and Light Company did use those 25-cycle units 
to a minor extent in the year 1944. Isn’t that right? A. 
That is true. They used some 25-cycle power. 

Q. Now, it is clear, is it not, that so far as those eight 
out of the ten main generating units at Holtwood are con¬ 
cerned, they are not used by all other customers, are they? 
A. That is true. 

Q. So to the extent you have those eight out of ten 
generating units and all the associated costs that go with 
it included in your hydro production plant as a pool cost, 
you are a little bit inconsistent, are you not? A. Those 
costs are allocated to the various customers on the basis 
of use, and this generating cost, production plant, is put 
in the pool here because I have made no distinction as 
between the cost of 60-cycle power and 25-cycle power at 
Holtwood, so that in the allocation later on some customer 
using 60-cycle power only gets an allocation from these 
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costs on the basis of his total nse, which is a combination 
cost of 25 and 60-cycle, and I didn’t consider that any par¬ 
ticular injustice was done to the customer by allocating on 
that basis. 

Q. Well, certainly you can’t say that the 25-cycle gen¬ 
erating units at Holtwood which consist of eight out of the 
ten are used jointly for service to all the customers, [11108] 
can you? A. The whole plant is used jointly— 

Q. I didn’t ask you about the whole plant. 

Trial Examiner : Answer the question. 

Mr. Goldberg: Mr. Examiner— 

Trial Examiner: Just a minute, it is clear. Bead 
the question. 

Mr. Goldberg : I was merely going to request that 
the witness be able to complete his explanation. 

Trial Examiner: It isn’t necessary. Read the 
question. 

(Question read.) 

The Witness : I told you I lumped those eight generat¬ 
ing units in the rest of the plant and allocated the plant as 
a whole. 

Mr. Myse: I submit, Mr. Examiner, that is not 
an answer to my question. 

Trial Examiner: Answer the question. 

The Witness : I have not segregated the costs to allo¬ 
cate to any customer. 

By Mr. Myse : 

Q. I still don’t think that is an answer, but you can’t 
say, can you, that the 25-cycle generating units at Holt- 
wood are used jointly for service to all customers, can you? 
A. Saying that those particular units can’t be [11109] 
assigned specifically to customers using only 60-cycle power 
doesn’t change my former answer. 
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Q. Well, will you answer my question, please, Mr. 
Davis? A. I will say that specifically if I picked out 
those eight units, I couldn’t assign a portion of their use 
to a 60-cycle customer. 

Q. You would have had to assign almost all of their 
use to Baltimore Company, would you not? A. That is 
right. 

Q. And that means you would have had to assign all 
the costs associated with the generation of those eight out 
of ten units, would you not? A. That is true. That 
wouldn’t have changed my result except as 60-cycle power 
might be a different cost from 25-cycle, and I don’t think 
there is a difference. 

Mr. Myse: Mr. Examiner, I move to strike the 
answer after the words “and that would not have 
changed my result.” That is not responsive. 

Trial, Examiner: I won’t strike it, but I instruct 
the witness not to volunteer, but simply answer the 
questions. 

By Mr. Myse : 

Q. Now, I think a few days back you agreed with me 
that there were seven out of nine, at least seven out of 
[11110] nine, 25-cycle transformers at Holtwood substation 
used exclusively for Baltimore. A. Those go in the 
same category as the generators. 

Q. Now, the fact is that you have included the costs 
associated with the Holtwood substation equipment in line 
22 of Table I of your Exhibit 64 and assigned all of such 
costs to pool, have you not? A. What line did you say? 
Q. 22. A. That is right. 

Q. And the fact is at least those seven are not used 
jointly for all customers. Isn’t that right? A. They are 
in the same category as the generators. 

Q. And the remaining two if they are used jointly at 
all are used jointly for service to P.P. and L. and Balti¬ 
more. Isn’t that right? A. That is right. 


George H. Davis, Cross 


1545 


Q. As I understand it, however, you did assign some 
of the 25-cycle facilities owned by Holtwood or Susque¬ 
hanna direct to Baltimore, did you not? A. The High- 
landtown Substation, you mean? 

Q. I think that is one of them, is it not? A. That 
is right. 

Q. And the Highlandtown line itself. Isn’t that an¬ 
other one? [11111] A. That is right. 

Q. Now, at lines 7 and 8 of Table I of Exhibit 64 you 
show that you assigned the 220 kv lines known as the West- 
port and the Riverside Line, two-thirds to Baltimore and 
one-third to pool. Isn’t that right? A. That is right. 

Q. And as I understand your testimony at pages 1176 
to 7, you did that largely on the basis of the transmission 
of energy in both directions over those two lines. Is that 
correct? A. Yes. 

Q. Now, does that mean that you assumed that the 
transmission of the backfeed energy North over those lines 
is not a use by Baltimore of those lines? A. You mean 
by that for the benefit of Baltimore? 

Q. Yes. A. I assumed that was for the benefit of 
Holtwood. 

* 

Q. Then you would say that the transmission of that 
backfeed is not for the benefit of Baltimore. Is that your 
testimony? A. Largely not. 

Q. You say largely not. To what extent is it a benefit 
to Baltimore? A. That backfeed occurs in various 
amounts at various times during the period of low flow 
when the bulk of it [11112] goes up to Holtwood, it is to 
enable Holtwood to meet its contractual obligations with 
Pennsylvania customers which it could not do without that 
assistance, and that is the particular reason for considering 
it a benefit to Holtwood, and not to Baltimore. 

Q. Well, Mr. Davis, I haven’t asked you about the 
benefits to Holtwood. I am asking you about the benefits 
to Baltimore. Will you confine your answer to that? 
A. The two are a division of the use. 
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Q. Will you tell me to what extent you considered 
backfeed a benefit to Baltimore? A. Backfeed during 
periods other than extreme low flow is used to help carry 
the Pennsylvania loads during off-peak periods in order 
to enable the hydro plants to do their best in furnishing 
peak service. That is a benefit to Baltimore. It is also a 
benefit to the hydro plants, because without that you 
couldn’t credit them with anything like the dependable 
capacity that they actually do furnish. 

Q. Well, without that backfeed, you couldn’t credit 
Baltimore with all the savings resulting from interchange 
with the Pennsylvania customers either? A. A small 
amount of that backfeed is used directly for interchange. 
It is a small amount which I did not take into consideration. 

Q. Isn’t it a fact that as a result of the amounts 
[11113] of backfeed, there is made available much larger 
amounts at different times of energy for purposes of inter¬ 
change with the Pennsylvania customers? A. It might 
be true. 

Q. Well, isn’t it a fact? A. Specifically, I haven’t 
any figures to show what effect backfeed has on the inter¬ 
change with the Pennsylvania customers. 

Q. Well, isn’t it a fact that by the receipt of backfeed 
over the 220 kv lines the Safe Harbor-Penn Water system 
is thereby enabled to store water for use for interchange 
purposes at different times. Isn’t that right? A. Well, 
that is true, other than on system peak periods that that 
could be used for interchange. 

Q. And it is so used? A. I expect it is. 

• • • 

[11114] Q. Now, let’s get back to my question, Mr. Davis. 
The fact is that Baltimore benefits by all of the interchange 
transactions which result from the back-feed that [11115] 
comes north on the 220 kilovolt lines, isn’t that cor¬ 
rect? A. Baltimore benefits from all of the operations 
of the whole system. 
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Q. I haven’t asked you about all of the operations, Mr. 
Davis. Will you confine yourself to the backfeed and in¬ 
terchange transactions. A. This is one of them and it 
gets some benefit from that. 

Q. When you say “some”, they get all of the savings 
do they not, that are credited to the Safe Harbor-Holtwood 
system? A. That is true. They get all the revenue that 
is received by Holtwood from any source. 

• • • 

The Witness: There is a net bill rendered to Balti¬ 
more, and that bill is reduced by every cent of revenue that 
Holtwood receives from any source. In that way Balti¬ 
more gets [11116] benefit from every transaction that Holt¬ 
wood makes. 

By Mb. Myse : 

Q. So it may also benefit by reason of any back-feed 
transmitted north on the 220 kilovolt system which may 
be used in connection directly or indirectly with firm power 
sales to the Pennsylvania customers. Is that right? A. 
That is true. It can’t help but benefit from it. 

Q. So, too, Baltimore may benefit from the fact that 
back-feed is transmitted north on the 220 kilovolt lines, and 
converted at Safe Harbor and used for railroad purposes. 
Isn’t that correct? A. In the same way, that is correct. 

Q. So that it appears that so far as back-feed trans¬ 
mission over the 220 kilovolt lines is concerned, Baltimore 
benefits by that back-feed. Is not that correct? A. That 
is true in the same way as I explained. 

Q. But you don’t call that a use for Baltimore. Is that 
right ? A. No, I have considered that a use to enable Holt¬ 
wood to perform the function that it does, and of course if 
it performs it, Baltimore gets the benefit of it. If it was 
not assisted to perform that, Baltimore would lose the 
contracts by default in Pennsylvania, and of course would 
lose all that revenue. In that way you can say Baltimore 
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has to do it to save its own revenue, but it does it so that 
Holtwood [11117] can perform. 

i • i 

[11144] Q. Now, at line 25 you allocated all of the general 
plant to pool, did you not? A. That is right. 

Q. And that again is on the assumption that all of 
that plant is used by all customers jointly. Is that 
right? A. That is right. 

Q. Did you examine the character of the items in¬ 
cluded in that figure of $779,707 at line 25 to determine 
whether or not there were any of those items which were 
used exclusively for one or more customers? A. No, 
there was no detailed examination of that, just general 
plant that couldn’t be assigned, so far as I was able to 
discover, to any particular customer. 

Q. Well, would it surprise you very much to find that 
there are items of cost included in that figure relating to 
equipment used entirely in connection with the Highland- 
town line which you have allocated 100 per cent to Balti¬ 
more? A. Well, that would be news to me. 

Q. If that is the fact, wouldn’t that mean that some 
of those items in the general plant, line 25, column 6, should 
be allocated to Baltimore? [11145] A. Well, I would 
have to know the nature of the items. Of course some of 
this is allocated to Baltimore. It is simply put in the pool 
to be allocated on a different basis than directly a hundred 
per cent. 

Q. I understand that, Mr. Davis, but if any item in 
there were used 100 per cent for Baltimore, it should be 
allocated directly to Baltimore in column 5 in your view. 
Isn’t that right? A. That would be the natural way to 
do it if that could be identified. 

Q. Now, likewise, if there are any items in that figure 
at line 25, column 6 which are used exclusively in connec¬ 
tion with transmission facilities, it should be allocated 
in proportion to the manner that you allocated transmis¬ 
sion facilities. Isn’t that right? A. Well, a portion of 
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this item is allocated to transmission. That is, all of the 
pool is segregated between production and transmission and 
then these general items are spread to the different classes 
on the ratio of the direct investment, so a part of it gets 
there in any case. 

Q. But it doesn’t get there in any case, as you put it, 
in the manner and under the theory that you have used in 
making up Table I of Exhibit 64, does it! A. No, it 
gets there through a general allocation [11146] from the 
pooh 

Q. And that allocation to the various customers may 
not be in the same proportion as it would be if you had 
allocated directly in cases where they are used exclusively 
for a customer? A. That is possible. 

Q. Did you examine the character of the items included 
in that total of 779,707, line 25, column 6, Table I of Ex¬ 
hibit 64? A. I don’t recall that I did. 

Q. Did you examine any of the items appearing in 
line 24, column 6 of Table I of Exhibit 64? A. No, I 
treated intangible and general plant as general items and 
allocated them on a general basis. 

Q. And what that means, does it not, is that all gen¬ 
eral and intangible plant is assumed to be used in connec¬ 
tion with the items allocated to pool? A. And it is 
allocated to all the customers on the basis of use. 

Q. And it means, does it not—well, was your answer 
“yes” to that last question? A. It is in the pool, yes. 

Q. And that answer means, does it not, that none of 
the intangible or general plant is assignable to items like 
Violet Hill Switching Station, or Holtwood-Lancaster 
[11147] line, or the Engleside Switching Station, the Done¬ 
gal and Donegal Tap Switching Stations, or any of the 
other items for which there were no amounts allocated to 
the pool? Isn’t that right? A. It is not allocated to 
those items of property. It is allocated to those companies. 

Q. Well, are you saying that there is no intangible or 
general plant assignable to Baltimore, or any of the other 
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companies specified in Table I by reason of the fact that 
there are the various facilities that you show in columns 
1, 2, 3, 4 and 5 allocated to those companies? A. I had 
no segregated items of general or intangible plant, and I 
allocated nothing directly to an individual customer on the 
basis of the individual items. 

Q. Now, since you say you did allocate the items 
appearing in line 24 and 25 to the various customers in 
accordance with their use of capacity and energy, that 
means, does it not, that you are not allocating those costs 
to the various customers in proportion to their direct use 
of certain facilities? Isn’t that right? A. I had no 
segregation of individual items. The allocation was made 
entirely on the total on the basis of use. 

Q. Well, how did you know that the various customers 
used that intangible and general plant in proportion—that 
[11148] is, directly in proportion to the basis that you split 
up the pool costs? Did you make any investigation to deter¬ 
mine whether that is the fact or not? A. I never had 
any breakdown of those items that I used. I used them only 
in total. 

Q. Well, I don’t think you have answered my question, 
Mr. Davis. Did you make any investigation to determine 
whether or not the general and intangible plant was in fact 
used by the various customers in the same proportion as 
you split up the pool costs? A. I have no recollection 
of having any information that there were directly alloca¬ 
ble items contained in those two accounts. 

Q. I didn’t ask you that, Mr. Davis. 

• • • 

The Witness: I made no investigation to determine 
any direct items that belonged specifically to an individual 
customer. 

Mb. Myse: Mr. Examiner, I haven’t asked him 
that. 

Trial Examiner: That doesn’t answer the ques¬ 
tion, Mr. Witness. Take the question again. 
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(Question read again.) 

The Witness: What I intended to say was that I 
didn’t. 

[11149] By Mb. Myse: 

Q. Now, it is a fact, is it not, that none of the amounts 
shown in line 26 as total plant in service includes any 
amounts which were associated with construction work in 
progress in the year 1944? Isn’t that right? A. That 
is true. 

Q. Nor do those amounts at line 26 include any 
amounts associated with plant held for future use by the 
company in 1944. Isn’t that right? A. They do not. 

Q. Isn’t it a fact that in line 22 which you label, 
“Transmission” in the amount of $1,560,090 in column 6, 
Table I of Exhibit 64 is included the amount of investment 
relating to the Manor Substation? Isn’t that right? A. 
I think so. 

Q. Well, can you check it for me and determine that? 
A. All right. 

It would include that. It includes everything that is 
not specifically allocated in the items above. 

Q. Well, Manor Substation is the switching point near 
Safe Harbor plant where the connection is made between 
the lines to Safe Harbor plant to the circuit to Westport 
and to Riverside. Isn’t that right? A. Yes. 

Q. So that in reality it is a terminal switching [11150] 
station for the 220 kv lines. Isn’t that true? A. That 
is right. 

Q. So that if it is to be allocated at all, it should be 
allocated in the same manner as the Westport and River¬ 
side lines. Isn’t that right? A. That might be an ac¬ 
ceptable way to do it. 

Q. Isn’t it right, if you are right on your allocation of 
the Westport and Riverside lines? A. That is probably 
true. 
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[11151] Q. As I understand your testimony at page 1179 
with respect to line 2 of Table II, you also obtained all those 
figures from the Commission accountants. Is that right? 
A. That is right. 

Q. So you take no responsibility for the accuracies of 
any of those figures on that line? A. No. 

Q. Where did you get the figures for working capital 
appearing on line 6 of Table II of Exhibit 64? A. The 
cash working capital is twelve-and-a-half per cent of the 
operating expenses. Materials and supplies are reported 
by the company in the Form 1 report. 

Q. Well, are you saying—I think it is correct and you 
can correct me if I am wrong—that the total working capi¬ 
tal appearing in line 6, $590,000, you obtained from another 
Commission Exhibit? Isn’t that right? A. Yes, that 
checks with the figure that was presented in another ex¬ 
hibit. 

Q. Well, you say it checks with it. Are you saying that 
you made an independent determination of the amount in 
[11152] column 7? A. No, I made no independent de¬ 
termination. I simply spread the two items of cash working 
capital and materials and supplies on a ratio of operating 
expenses and of investment to the various customers and 
the pool. 

Q. Then, as I understand it, you take no responsibility 
for the accuracies— A. For the total amount, no. 

Q. Nor do you take any responsibility for accuracies 
of either of the amounts in columns 1 through 6. Isn’t that 
right? A. No, I do not. 

• • • 

[11162] Q. Now, what is this adjustment credit to admin¬ 
istrative and general expenses which you deducted in arriv¬ 
ing at $1,789,874 balance of operating expenses, as you call 
it, for the year 1944? A. That is the item that was 
shown on the Holtwood bill to Baltimore. 

Q. Shown how? A. Shown as a credit. 
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Q. Well, are you saying that Holtwood doesn’t incur 
that expense of $9,703? A. That is an adjustment that 
was made on the Holtwood bill in connection with general 
expense which I accepted as a credit here on the advice of 
the accountants. 

Q. Well, did you make any investigation to determine 
the character of the item and the purpose for which it 
was credited on the bill? A. No. 

Q. Would you be surprised to learn that the entire 
amount of $9,703 was actually incurred as operating ex¬ 
pense in 1944 by Holtwood? A. The only thing that I 
knew about it was that it was credited on the bill as a 
deduction. 

Q. Would you be surprised to learn that it was an oper¬ 
ating expense? A. I couldn’t check that because I didn’t 
know what it [11163] was. 

Q. Well, if part of that amount had been incurred in 
paying a salary of one of the employees of Holtwood Com¬ 
pany, would you consider it an operating expense? A. 
Surely. 

Q. If part of that amount had been incurred in paying 
insurance obtained by Holtwood Company, would you con¬ 
sider it as an expense, an operating expense? A. 
Surely. 

Q. If part of that amount had been incurred by Holt¬ 
wood in paying fees to directors, would you also consider 
that an operating expense? A. Surely. 

Q. So if those three items that I just mentioned are in¬ 
cluded in the figure of $9,703, and since you have deducted 
that in arriving at operating expenses, you have not allo¬ 
cated all operating expenses of Holtwood Company to that 
extent, have you? A. If those are operating expenses, 
I have taken them out. 

• # • 

[11164] Q. Now, at line 2 you show an item of $992,535 
which you label as the bill for Safe Harbor power. Is that 
right? A. Yes. 
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Q. And that bill, I believe yon agreed at one time, was 
not the actual bill in 1944. Isn’t that right? A. No, that 
is the cost of Safe Harbor power as developed in Exhibit 
60. 

Q. Well, you don’t take any responsibility for Exhibit 
60, do you? A. No, I just took the figure out of Exhibit 
60. 

Q. So you take no responsibility for the accuracy of 
this figure in line 2. Isn’t that right? A. That is correct. 

Q. Now, you know, however, that the amount actually 
paid to Safe Harbor was $1,214,533 in 1944, do you not? 
A. That is right. 

Q. And that payment was required under the terms of 
E, [11165] F, and G in 1944, wasn’t it? A. That is 
right. 

* • • 

Q. Well, now, in the year 1944, whatever was paid 
by Penn Water to Safe Harbor includes compensation to 
Safe Harbor, does it not, for special facilities used for 
service to the railroad. Isn’t that right? [11166] A. 
Compensation paid to Safe Harbor by Holtwood includes 
one-third of all of its costs, special facilities and other 
costs. 

• • • 

Q. Well, to the extent that it does cover one-third of 
Safe Harbor’s costs, it covers a portion at least of the costs 
incurred by Safe Harbor in providing special facilities for 
railroad use, and I am referring to the 25-cycle single-phase 
facilities. Isn’t that right? A. That is correct. 

Q. And to the extent that the payment by Penn Water 
to Safe Harbor includes or covers one-third of Safe Har¬ 
bor’s costs, it includes compensation to Safe Harbor for 
Safe Harbor’s facilities used for railroad purposes in 
Maryland as well as in Pennsylvania. Isn’t that right? 
A. It includes one-third of all of them. 

Q. Isn’t my statement correct? A. I think that is 
true, yes. 
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Q. So that the payment from Penn Water to Safe Har¬ 
bor includes some compensation, undefined, of course, for 
services rendered to the railroad in Maryland which you 
say was for the account of Baltimore. Isn’t that right! 
A. That is right. 

Q. Do you know approximately what percentage of the 
facilities owned by Safe Harbor are used for service to the 
railroad in terms of dollars? [11167] A. No, I don’t 
know the percentage. 

Q. I take it, then, you wouldn’t be able to give me the 
figure as to the approximate percentage of Safe Harbor 
facilities used for the railroad in Maryland in terms of 
dollars. Is that right? A. The investment in facilities 
for the railroad was given to me as $1,934,300. 

Q. That is total investment for railroad facilities, you 
say, at Safe Harbor? A. Yes. 

Q. What percentage is that of the total investment at 
Safe Harbor? A. I don’t happen to have that total 
figure before me. 

Q. Well, that million-some-odd dollars, however, is just 
the investment in special facilities. Isn’t that right? It 
does not include whatever investment may be made at Safe 
Harbor in order to make the service to the railroad effec¬ 
tive, and I have reference to the substructure under the 
25-cycle generator units, for example. A. I think it in¬ 
cludes all of the excess costs over what would have been the 
cost of a 60-cycle machine. That is what I was informed. 

Q. So that it does not include all of the costs or 
[11168] investment of Safe Harbor in facilities now used 
for service to the railroad? A. No, it doesn’t include all 
the cost of the generators, only the excess, as I under¬ 
stand it. 

Q. So as I understand it, you would be unable to tell 
me without further investigation what percentage of the 
investment or costs in the form of operating expenses 
incurred by Safe Harbor in connection with facilities used 
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for the railroad are to the total costs incurred by Safe 
Harbor? A. No, I wouldn’t be able to do that. 

Q. Do you know roughly or approximately what per¬ 
centage of the Safe Harbor facilities that are used in terms 
of dollars for service to the railroad are used for service 
to the railroad in Maryland? A. Well, my allocation of 
that would be 39 per cent. 

Q. Well, are you saying that 39 per cent, then, repre¬ 
sents the percentage which you would apply in allocating 
the dollars of investment, or operating expenses incurred 
by Safe Harbor for purposes of railroad service to the serv¬ 
ice to the railroad in Maryland? A. Yes, that is the 
ratio of the total output of the 25-cycle end of Safe Harbor 
plant to the energy going through for Maryland service 
over the Perryville line. 

Q. And that allocation, then, would it not be on the 
[11169] basis of use of energy only? A. That is right. 

Q. It would have no elements in it relating to the use 
of capacity, would it? A. Well, that would allocate the 
capacity cost on the basis of energy only, that is true. 

Q. Now, as I understand your testimony, the figures 
on line 4 again you obtained from the Commission Account¬ 
ants and you take no responsibility for them. Is that right? 
That is line 4, Table IV. A. That is right. 

• • • 

[11176] Q. Now, if Baltimore had billed Penn Water for 
the backfeed it actually received in 1944, there would have 
been a bill for backfeed purchased, would there not ? A. 
You mean if they had rendered a bill there would have been 
a bill? 

Q. Yes. A. Yes. 

Q. And there would have been a corresponding expense 
by the amount of that bill. Isn’t that correct? A. That 
is true. 

Q. And as I understand it, that bill, if it had been 
rendered in 1944, would have been upon the basis specified 
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in Article 6 of Exhibit Item “H”. Isn’t that right? A. 
If there had been a bill for backfeed— 

[11177] Q. In 1944. A. —from Baltimore to Holtwood? 

Q. That is right. A. There would have been in ac¬ 
cordance—well, I believe that is the only basis in the con¬ 
tract that shows a specific method of billing, in 1944 they 
did not use that method. 

Q. But if they had, that would be the basis that they 
would have used. Isn’t that correct? A. That is the 
only thing in the contract that I know of that would have 
given them a basis to render a bill. 

Q. Now, to the extent you have not included the dollars 
actually paid out by Holtwood to various Pennsylvania 
customers for interchange purchases, you have not included 
all of the costs incurred by Holtwood in line 6 of Table IV, 
Exhibit 64, for the year 1944. Have you? A. No, I have 
treated that on a net basis as a revenue. 

Q. I didn’t ask you how you treated it. The fact is 
you haven’t included all the expenses of Holtwood in Table 
IV. Isn’t that right? A. That is true. 

Q. So that Table IV does not reflect all the actual costs 
of Holtwood. Isn’t that right? A. It reflects all those 
that were not paid for by [11178] Pennsylvania customers. 

Q. Well, will you tell me whether my statement is right 
or not? A. You are right as far as you go. 

• • • 

Q. Now, here again as I understand it, you are not 
[11179] responsible for any of the figures nor do you testify 
as to the accuracies of any of the figures in line 7 of Table 
V nor in line 17 of Table V, nor in line 18 of Table V. Am 
I correct in that? A. That is right. 

Q. And likewise, as I understand it, you do not intend 
to be responsible for or are you testifying as to the accu¬ 
racies of the amount shown in line 19 of Table V. Isn’t that 
right? A. That is right. 





1558 


George E. Davis, Cross 


[11261] Q. Now, actually of course in line 23 you didn’t 
take the total billing demand of the railroad. You multi¬ 
plied it by some percentage to arrive at the figure of 28,397. 
Isn’t that right? A. Yes. 

Q. What percentage did you use? A. I used the 
percentage of the total energy supplied to the railroad in 
Pennsylvania for the month of December, which was 38.9 
per cent 

• • • 

Q. 38.9 per cent of what? A. Of the total energy 
supplied to the railroad—was supplied for service in Penn¬ 
sylvania. 

Q. Then as I understand it, you are attempting to 
arrive at the demands of the Pennsylvania Railroad in 
Pennsylvania by using a ratio based upon energy trans¬ 
mitted and delivered in Pennsylvania to the total energy 
transmitted to the railroad. Is that right? [11262] 
A. That is right. 

• • • 

[11267] Q. And the actual losses during the peak hour in 
December 11,1944 at 6 p.m. were the result of the transmis¬ 
sion and generation during that hour. Isn’t that right? 
A. That is right. 

Q. And the transmission and generation during that 
hour was greatly in excess of what would have been trans¬ 
mitted and generated had there been adverse flow condi¬ 
tions during that hour. Isn’t that right? 

• • • 

The Witness: It could have been different. These were 
the actual for ’44. 

By Mr. Myse : 

Q. It probably would have been less, would it not? 
A. That would be assumed as a probability. 

Q. Well, you as an engineer, wouldn’t say, would you, 
that if you had an amount of energy transmitted and gener¬ 
ated less than 300,000 during an hour that the transmission 
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losses and station uses nevertheless would remain the same 
[11268] as they were with 300,000, would you? 

• • • 

[11269] Q. Actually you evaluated the amount of depend¬ 
able capacity available from those two plants at only 251,500 
kw, haven’t you? A. That is right. 

Q. Now, under conditions of generation of 251,500 kw, 
or kwh during that hour, there would be less than the actual 
amount of 23,000 kw in terms of station use and losses. 
Isn’t that right? A. That is probably true. 

• • • 

[11280] Q. Now, will you look at Table V-A of Exhibit 64, 
line 1, column 2, and you there show the installed capacity 
at the Holtwood hydro plant of 104,000 kw, do you not? 
A. That is right. 

Q. Do you know how much of that 104,000 kw is 25- 
cycle capacity? A. I didn’t take that into account in 
this study. 

Q. I haven’t asked you that, Mr. Davis. I asked you 
whether you know how much of it was 25-cycle capacity. 
A. Something like 80,000, if I recall 

Q. Well, 80,000 checks with my figure. Does that 
refresh your recollection? A. Yes. 

Q. Now, that 80,000 of installed 25-cycle capacity is 
used principally for Baltimore. There is no question about 
that, is there? A. That is delivered to the Highlandtown 
Substation. 

Q. And used principally for Baltimore, is it not? 
A. I would assume that most of the time it is. 

Q. What other use there is is the small amount that 
goes to the Lancaster 25-cycle Area. Isn’t that right? 
A. Well, what might go through the frequency changers 
in Baltimore and come back up to Safe Harbor over the 
220 kv lines. 

[11281] Q. In any event, it is delivered to Baltimore be¬ 
fore it goes through the frequency changers? A. It is 
delivered to Baltimore. That is right. 




1560 


George H. Davis, Cross 


Q. Now, as I understood the figures in column 4 of 
Table V-A, you arrived at the conclusion that the depend¬ 
able capacity for the total of the two hydro plants was 
67% per cent of the installed capacity. Isn’t that right? 
A. Yes, that is right. 

Q. And you applied the same 67% per cent in deter¬ 
mining what proportion of the 104,000 at Holtwood hydro 
was dependable capacity and arrived at 70,221 kw. Is that 
right? A. Well, the 70,221 is a proportionate division 
of the total dependable to the hydro plants on the ratio of 
their installed capacity. 

Q. But it is 67% per cent of the 104,000 kw. Is it not? 
A. It ought to be. I didn’t figure it. It wasn’t arrived at in 
that way. 

Q. But the fact is, it is that ratio, isn’t it? A. That 
is what it should be. 

Q. So that means that you have assumed that the 
dependable capacity at Holtwood is 67% per cent of the 
installed capacity at Holtwood hydro. Isn’t that right? 
[11282] A. That is right. 

Q. Now, if you took 67% per cent of the 80,000 kw of 
25-cycle capacity at Holtwood, how much would you arrive 
at? My figures show 54,000. Is that right? A. Approxi¬ 
mately right. That is, my mental arithmetic hits at approxi¬ 
mately that point. 

Q. That means, does it not, on your basis there is 
54,000 kw of dependable capacity in terms of 25-cycle capac¬ 
ity at Holtwood. Isn’t that right? A. That is right. 

Q. And most of that is used for Baltimore, isn’t it? 
A. Most of it is delivered to the Baltimore system, that is 
right. What excess they get on 25-cycle, they get a deficit 
on 60-cycle. 

Q. Now, I think in looking at Exhibit 42, page 20, 
which is a sheet for December 11, 1944, at 6 p.m., which is 
the Area 6 system peak, if I recollect the 54,000 kw was 
the amount actually delivered during the Area 6 system 
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peak in terms of 25-cycle. Isn’t that right? A. It could 
have been. 

Q. Well, let’8 look at it and check it. A. It says 
54,000 delivered to Highlandtown. 

Q. According to Mr. Roland, is that right? A. That 
is right. 

Q. And that was 25-cycle capacity, wasn’t it? 
[11283] A. That is 25-cycle. That is right. 

Q. Do you have any idea of what the average amount 
of capacity was during all of the Area 6 system peaks over 
the life of the contract identified in this record as Item 
“H” and “I”? A. No, I do not. 

Q. That would be from 1931 down to date, would it 
not? A. That would be. I haven’t studied those figures. 

Q. Well, I have a figure of 58,000 kw as the average 
25-cycle capacity delivered during all of the Area 6 system 
peaks over the life of this contract I have referred to. I 
wonder if you could check that figure for me? 

Trial Examiner: You may refresh his recollection. 

Mr. Myse: Well, if it does and he agrees with it, 
that will save him the problem of checking it. 

The Witness: I don’t think I ever saw that average. 

Mr. Myse: Will you check it for me? 

Mr. Goldberg: That sounds like a figure that 
would be within the ability of the company to check 
readily enough rather than within the ability of the 
witness. 

Mr. Myse : That is why I gave him the figure. 

Mr. Goldberg: Just giving him the figure doesn’t 
help him. We will have to consider whether we can do 
it readily. I do know it is a figure they can check. 

Mr. Myse: Does that mean you decline to furnish 
that [11284] figure? 

Mr. Goldberg : That means what I just said. 
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By Me. Myse : 

Q. Will you attempt to check it, Mr. Davis, and tell 
me whether it is correct? A. I will make the attempt. 

Q. Now, prior to 1931, 25-cycle capacity was all that 
Baltimore got from either the Safe Harbor plant which 
wasn’t in existence or the Holtwood plant which was in 
existence. Isn’t that right? A. I have made no study 
of 1931 conditions. 

Q. Well, I haven’t asked you for that, but isn’t that 
the fact that prior to 1931 there was no Safe Harbor 
plant— A. Oh, true. 

Q. So that all the energy and capacity that Baltimore 
did get was in terms of 25-cycle capacity from Holtwood. 
Isn’t that right? A. All except what it might have got¬ 
ten from the steam plant. 

Q. Well, you are not saying that any of the steam 
plant energy ever got down to Baltimore via Highlandtown, 
are you? A. Oh, no. 

Q. So it must have been 25-cycle capacity. Isn’t 
[11285] that right? 

Mb. Goldbebg: I object, Mr. Examiner. The wit¬ 
ness has stated he hasn’t studied it. All we are getting 

is a lot of speculation on the record. 

Tbial Examinee : The objection is sustained. 

By Mb. Myse : 

Q. Of course that 10,820 kw does not represent the 
amount of energy delivered to Baltimore during any one 
hour during the year 1944, that is, the maximum amount, 
does it? A. No, this is based on an estimated depend¬ 
able capacity. This is not any actual quantity. It has noth¬ 
ing to do with all these actual figures you have been giving 
here as 1944 actual conditions. If they could depend on 
1944 actual conditions all the time, there would be a big 
increase in the dependable capacity estimate here. 
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[11334] Q. Now, before we leave Table V-A of Exhibit 64, 
as I understand that deduction in line 27 of 94,043 kw which 
you say is Baltimore’s two-thirds’ share of Safe Harbor, 
the justification for that deduction is based upon your con¬ 
struction of the contract identified in this record as Items 
“F” and “G”. Isn’t that right? A. That is right. 

Q. Now, there is one other thing on Table V-A that 
occurs to me at this moment. Take a look at the firm de¬ 
mand of 51,000 kw shown on lines 16, which you say is the 
firm demand for P.P. & L. Company. Now, that demand for 
P.P. & L. Company, was included, plus ten per cent reserve, 
in the figure of 92,400 shown in line 20 which you deducted 
from a figure of 228,500 kw on line 12, column 5, which you 
show as the net dependable capacity available for load. 
Isn’t that right? A. Yes. 

Q. Now, after making a deduction for the Pennsyl¬ 
vania Railroad Company in Pennsylvania December bill¬ 
ing, you arrive at a figure of 104,863 kw in column 5 on 
line 25 as what you call the balance available for Baltimore 
[11335] from Holtwood and Safe Harbor. Isn’t that right? 
A. That is right. 

Q. And that balance available is supposed to be the 
dependable capacity available to Baltimore at the time of 
the most adverse flow of record. Isn’t that right? A. At 
the time of most adverse flow in the month when the sys¬ 
tem peak occurs, yes. 

Q. And that would be the most adverse flow condi¬ 
tions of record for the month of December? A. That is 
right. 

Q. Now, at page 44 of Exhibit 47 you pointed out— 
and I think we had some testimony with respect to an 
option on the part of the Generating Companies under Ex¬ 
hibit 76 and 77 to reduce the requirements of P.P. and L. 
by 20 per cent during peak periods on low flow days. Isn’t 
that right? A. That option is in the contract, yes. 

Q. Now, if that option is in effect, it means, does it 
not, that in addition to the 104,863 kw that you show as the 
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balance of dependable capacity for Baltimore from Holt- 
wood and Safe Harbor under adverse flow conditions, there 
is at least 20 per cent of the 57,200 kw that you show as the 
firm load for Pennsylvania Power and Light Company 
under that option. Isn’t that right? A. If the option 
was in effect, you say? 

[11336] Q. Yes. A. That is right. 

• • • 

[11347] Q. As I understand your Table V-d of Exhibit 64, 
Mr. Davis, that table has the purpose of showing, among 
other things, the ratios of the non-coincident maximum 
demands of all the customers of Holtwood to the sum or 
total of all of those non-coincident demands; is not that 
right? A. That shows that, yes, in column 2. 

Q. Now, of course you recognize, do you not, that that 
10,820 shown as the annual maximum demand in kw by 
Baltimore does not represent the maximum load furnished 
Baltimore during the year 1944 from the Holtwood-Safe 
Harbor system, is not that right? A. Certainly. 

Q. It is something else other than the maximum load 
furnished, isn’t that right? A. That is the amount of 
dependable capacity that would be left to Baltimore under 
adverse conditions. 

Q. Now, one of the assumptions implicit in the method 
you pursued in Exhibit 64—that is, the non-coincident 
method—is that the ratios which you developed in column 
2 of Table V-d of that Exhibit, when applied to the joint 
costs which you show as pool costs will apportion all of 
those pool costs in proportion to the use that each cus¬ 
tomer makes of the total capacity available. Isn’t that 
right? A. That is right. 

[11348] Q. And that means you must have the annual max¬ 
imum demands in each case on a comparable basis. Does 
that not follow? A. Yes. 

Q. Now, that demand shown for PP & L, the 66,000 in 
column 1, line 1 of Table V-d, is a demand shown or re¬ 
ported on an integrated hourly basis, is it not? A. Yes. 
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Q. And it does include whatever demands there were 
by the Big and Little Inch pumping stations during the 
war, which has been changed somewhat! Isn’t that right! 
A. It includes whatever they were in 1944. 

Q. And it also is a demand during wartime! A. It 
is a demand during 1944, yes. 

Q. Now, the demand you show for Philadelphia Elec¬ 
tric Company in Column 1, line 2 of Table V-d of Exhibit 
64 is not a one-hourly integrated demand, is it! A. I 
believe that was measured on the 30-minute basis. 

Q. And if it had not been measured on a one-hourly 
basis, it would be somewhat less, would it not! A. It 
might have been slightly less. In that type of load, there is 
not a great deal of difference between an hour and a half 
hour demand. 

Q. Did you make any investigation to determine how 
much less it would have been! [11349] A. Well, in a 
general way, yes, noting that the hourly demands, one after 
another, were hardly changed, that is, very slightly changed. 

You can justly assume that a half hour demand is not 
going to be greatly different. 

Q. What do you find as the difference between the de¬ 
mand that you used and the one hourly demand which 
would be comparable to the demand shown in line 1 for PP 
& L Company! A. I did not find any particular amount. 
Just observing the very slight change from hour to hour 
in the Philadelphia Electric demands as they are measured, 
or from month to month, the maximum demand one month 
after another showed that the load was very uniform, and 
that you would not expect any serious difference between 
the one hour and the 30-minute demand. 

Q. But you did not make any investigation to deter¬ 
mine actually how much it was, did you! A. I did not 
have any one-hour measurement, no. 

Q. So that in fact, your demand shown for P. E. Com¬ 
pany is not comparable to the demand shown for PP & L! 
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A. There may be a slight difference in the demand shown 
here and the one-hour demand. 

Q. Well, you didn’t have the one-hour figures for PP 
& L Company, either, until you asked for them, did you? 
A. No, a lot of this stuff I did not have until I [11350] 
asked for it. 

Q. Didn’t you ask the company for the one-hour de¬ 
mand on P-E Company? A. I took the demand that 
they used in billing. I did not ask them for one-hour de¬ 
mands, no. 

# • • 

[11353] Q. Now, a moment ago you said on a system like 
Philadelphia Electric Company you believed there was very 
little difference between the demand determined on a 30- 
minute basis, and the demand determined on a 1-hour basis, 
did you not? A. I assumed that there would not be dif¬ 
ference enough to make any significant change in the answer 
in this study. 

Q. And is that because it is a relatively small system? 
A. Well, it was a rather small system. 

Q. Well, is that the reason why you came to that con¬ 
clusion? A. Not especially. 

Q. That did not have any bearing on your conclusions, 
then? A. I don’t remember that I thought of that par¬ 
ticularly. 

Q. Now, with respect to the demand by the Baltimore 
Company and the Holtwood-Safe Harbor system, there is 
quite a difference between demands figured on a 30-minute 
basis and on an hourly basis; is not that right? A. You 
are talking about actual demands now? 

Q. Yes, sir. A. There might be. 

Q. There not only might be but there is? [11354] 
A. There probably is. 

Q. And that is due, among other things, to the fact 
that one of the large steel plants, Bethlehem Steel Com¬ 
pany, is connected to the Baltimore system. Isn’t that 
right? A. It might be. I did not investigate that. 
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Q. Well, don’t you know enough about steel company 
operation to know that that causes considerable swing in 
the load? A. That is true. 

Q. Now, who takes care of those swings in the loads 
as far as the Baltimore System is concerned. 

Mb. Goldbebg: I object to that as repetitious. I 
think it was taken up both with the witness Roland 
and with the witness Davis in connection with the cross- 
examination on the contract aspect of his testimony. 

Trial Examiner: He may answer. 

The Witness: With regard to any particular swings 
at any particular time, I could not tell who takes them up. 
Of course the swing load coining on to a large system like 
that will spread itself according to the way governors on 
generators are set. If all generators are operating on gov¬ 
ernors the most sensitive governor would take more of the 
load. 

By Mb. Myse : 

Q. Well, under most adverse flow conditions of rec¬ 
ord, which were the conditions which you assumed in arriv¬ 
ing at [11355] the conclusions you did in Exhibit 64, at 
least for purposes of determining demands of Baltimore, 
all of the steam generating units would be on what is called 
base load; is not that right? A. That probably would, 
yes. 

Q. And all of the hydro units, particularly the units of 
Safe Harbor and Holtwood, would be on the peak of the 
load; isn’t that right? A. Those would be used as peak¬ 
ing plants. 

Q. So, if there are any swings under those adverse flow 
conditions caused by the Bethlehem Steel Company plant 
connected to the Baltimore Company’s system, all of those 
swings would be taken care of by the Holtwood and Safe 
Harbor hydro units; is not that right? A. That does 
not absolutely follow. 
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Q. But the likelihood is that they could; is not that 
right? A. Well, they might. 

Q. And the probabilities are that they would; isn’t 
that right? A. If all steam-generating plants were 
operating on blocked governors, they would have to take 
them all. But steam plants take some swings. They cannot 
help it. 

Q. But under those adverse flow conditions, any spin¬ 
ning reserve would be in the hydro plants, would it not? 
[11356] A. That is probably true. 

Q. Well, now, in your view, Mr. Davis, is the carrying 
of those swings by the hydro plant at Safe Harbor and 
Holtwood at times of adverse flow a use of the capacity at 
those plants in excess of the dependable capacity that you 
determined? A. Well, the dependable capacity, as de¬ 
termined here, is on a one-hour basis. 

Q. Well, perhaps you misunderstood my question. I 
do not think that answers it. A. Dependable capacity is 
calculated on the basis of the highest one-hour load. 

Q. Well, I am talking about the swings within the 
one-hour under adverse-flow conditions. A. Well, those 
are averaged out, and the average forms the one-hour. 

Q. Well, isn’t it a fact that under those conditions, 
that is, adverse-flow conditions, where there are swings 
taken care of by the hydro plants at Holtwood and Safe 
Harbor, that the taking-care of those swings is a use of 
the capacity at those plants in excess of whatever amount 
of dependable capacity might be available at those plants? 
Isn’t that right, Mr. Davis? Can you answer that question? 
A. Those swings could be something in excess of the one- 
hour integrated load. 

[11357] Q. And they might be considerably in excess, isn’t 
that right? A. I do not know how much. 

Q. Well, to the extent they are in excess, that is a use 
of capacity in excess of dependable capacity averaged over 
the one-hour; isn’t it? A. That is right. 
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Q. Now, if the Holtwood and Safe Harbor hydro 
plants were not there, Baltimore would have to have addi¬ 
tional steam capacity to take care of those swings, would 
it not? A. I could not answer that. I do not know how 
much steam capacity would be out of operation at that 
time, if any, or how much would be used part of the time. 
There are always high cost steam plants that are not used 
on base load except in dire emergencies. 

Q. Well, whether or not they have to have those high 
cost steam units, they would have to use them if the hydro 
plants were not there, would they not? A. That is right. 

• • # 

[11393] Q. Now, if you refer to Table VI of Exhibit 64, 
please, in column 7 of that table, line 5, you show a credit 
to Baltimore of $501,268. Is that right? A. Yes. 

Q. And you figured that credit, at least in your testi¬ 
mony at page 1197, at an energy cost of four mills per kilo¬ 
watt hour. Isn’t that right? A. Yes. 

Q. Where did that energy cost figure come from? 
A. Well, that is a compromise between Baltimore’s incre¬ 
ment cost of energy and the total average production cost. 
It is an approximate figure. 

Q. Would you say that that is a figure which might be 
considered the actual cost plus 10 per cent of Baltimore 
Company? A. No, that probably is a little low for that. 
I probably should have used a little higher figure. 

Q. Well, how much do you think you should have used? 
A. Well, from information that has been brought out since 
this exhibit was prepared, I would think it should be 4.6 
mills. 

Q. You would think that 4.6 mills then represents the 
cost to Baltimore plus 10 per cent? 

Mb. Goldbebg: Cost to Baltimore of what? 

[11394] Mb. Myse: The cost of the energy. 

The Witness: Well, that is not as much as the overall 
production cost plus 10 per cent. 
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By Mb. Myse : 

Q. Well, do you think it would represent 10 per cent? 
Do you think it would represent the costs reported by Balti¬ 
more Company on its monthly production statement? 

Mb. Goldbebg: Reported as what, increment cost? 

Mb. Myse: Whatever costs are reported by Balti¬ 
more. 

Mb. Goldbebg: What was it? 

Tbial Examinee : Do you understand the question, 

Mr. Witness? 

Mb. Goldbebg : I would like to have it read. 

The Witness: You mean in the Form 1 report for 
1944? 

By Mb. Myse : 

Q. Well, what I am referring to is Article 6 of Item H 
which says, “The costs to be used are those reported on 
Electric’s”—that is Baltimore Company’s—“monthly pro¬ 
duction statement covering the month during which steam 
energy was furnished to Power”—that is Holtwood. 

Now, was that four mills or 4.6 mills that you have 
just made reference to intended to cover the costs so de¬ 
scribed in Article 6 of Item H? A. No, that was just a 
general figure of somewhere between Baltimore’s over-all 
average production cost and its [11395] increment costs, 
trying to assign a reasonable cost to this service regardless 
of contract prices. 

Q. Well, then, as I understand your testimony, your 
rate of four mills, or the new one that you just mentioned 
of 4.6 mills, has no relation whatsoever to the costs de¬ 
scribed in Article 6? A. No, that was not considered. 

Q. Just to get my own understanding straight, was 
that 4.6 mills you just mentioned in your view a cost to 
Baltimore or a cost to Holtwood? A. No, a cost to 
Baltimore. 
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Q. Now, just how do you arrive at the four mills? 
A. I just took a reasonable figure, what I thought was a 
reasonable figure between what they reported for increment 
costs, which I thought would be a little too low, and prob¬ 
ably average over-all production cost might be a little too 
high. 

Q. What was that incremental cost that they reported? 
A. It was three and a fraction mills, if I recall 

Q. What was the average cost that you considered? 
A. I think the average cost was 4.3, or something like that. 

Q. 4.3? A. Yes. 

Q. Now, did you examine the cost figures at all that 
[11396] they reported either as incremental or average 
to determine what was included in those figures? A. I 
took the steam production cost. 

Q. Well, my question to you is, did you go back of 
the figures that they reported to determine what made up 
the incremental cost or the average cost that they reported 
and which you used? A. I used the figures that were 
reported on Form 1. 

Q. Then I understand that you did not go back of the 
figures other than to look at Form 1? A. That is alL 

Q. Now, you applied the four mills rate in coming 
to your credit to Baltimore of $501,268 to the net hourly 
backfeed received from Baltimore in 1944; isn’t that right? 
A. That is right. 

Q. And you didn’t adjust that net hourly amount to any 

average water year, did you? A. No. 

• • • 

[11397] Q. Now, if you had adjusted the backfeed to an 
average water year, you would have gotten somewhat less 
kwh on a net hourly basis, would you not? A. I don’t 
know what I would have gotten. 

Q. Well, you know that the year 1944 was a below- 
average water year, don’t you? A. That is true. 

Q. And when you have lower flows, you have more 
backfeed; isn’t that right? A. You usually do. 
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Q. So that when you have higher flows, you have less 
backfeed? A. You probably would. 

Q. And you would probably have had less backfeed on 
a net basis in an average year than the 125 million? A. 
I might have had. 

[11398] Q. So, if you want to adjust your figure for a 
credit to Baltimore on an average-water year basis, you 
should use if anything, if you are going to use net hourly 
figures at all, the net hourly figures on an average water- 
year basis. Isn’t that right? A. It might be true. 

Q. And if you applied four mills to that, you would 
come out with less credit; isn’t that right? A. If you 
applied four mills to a smaller number of kilowatt hours, 
it would be a smaller amount of dollars. The total cost to 
Baltimore was probably more than the net hourly. 

• • • 

[11399] Q. I don’t want to go all over this again, Mr. 
Davis, but Article 6, Item H is the only contract existing 
between Baltimore and Holtwood so far as backfeed is con¬ 
cerned; is not that right? A. No. 

Q. What other contract is there? A. Items H and I 
together provide for backfeed. 

Q. Now, can you find any other specific article in H 
and I which says anything about backfeed? A. Well, 
when it says that the resources will be pooled and there will 
be coordinated operation to get the greatest effect, that 
means sometimes there will be backfeed, and it is agreed 
there will be. 

Q. Are you now referring to Item H and Item I and 
what article? A. I am referring to the article that pro¬ 
vides for cooperation, pooling of resources and coordination 
of [11400] operation. 

Q. Are you referring to Article Vili by any chance? 
A. Yes, that is a description of what I had in mind. 

Q. Is that the only article you have in mind? A. I 
did not have any particular article in mind. I had the pro- 
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vision for coordination, pooling of resources for the great¬ 
est over-all benefit to the system. 

Q. Now, if Article 6 of page 9 of Item H is applicable 
to the purchase of power and steam-generated energy 
from Baltimore by Holtwood, the rates clearly specified in 
there are on a daily net amount basis. Is it not? A. I 
believe that is what it says in— 

Q. And if you use— 

Mb. Goldbebg: I don’t think he finished. 

The Witness: That is what it says in that article. 
That does not say that that is Baltimore’s costs, or that 
that is a cost figure that must be used in allocating costs to 
the system. 

• • • 

[11407] Q. Now, Mr. Davis, the fact is that none of the 
revenue from the interchange sales to the Pennsylvania 
customers is in fact turned over by Baltimore to Holtwood, 
is it? A. Not in cash, no. 

• • • 

[11415] Q. Now, at Table Vl-a, of your Exhibit 64, you 
add another item to the actual bill rendered by Holtwood 
to Baltimore, an item in the amount of $133,750, isn’t that 
correct? A. That is correct. 

Q. That means, does it not, that in your revenue shown 
on line 5, column 9 of Table VT of Exhibit 64 as revenue 
from Baltimore you have included the amount of $133,750 
as a Conowingo backwater payment, is that right? A. 
That is right. 

Q. Now, actually that payment of $133,750 was not in 
fact received by Holtwood Company from Baltimore Com¬ 
pany; isn’t that right? A. It was received from Cono¬ 
wingo. 

Q. And you would not stretch your imagination to say 
that Conowingo is Baltimore Company, would you? A. 
Acting for it in this case. 
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Q. Does that mean that yon do say that Conowingo 

is in fact the Baltimore Company? [11416] A. No. 

• • * 

[11418] Q. In any event, it appears that the Conowingo 
agreement yon had reference to when yon included this 
Conowingo backwater payment in Table VT-a of yonr Ex¬ 
hibit 64 was made in 1926 or 1927, at least; is not that right? 
A. I am informed that it was earlier than 1931. 

Q. And it was long prior to 1931? A. Yes. 

• • • 

Q. As I understand it, yon added that figure of $133,- 
750 as a revenue of Baltimore on the assumption that Bal¬ 
timore Company is entitled to something, for which Balti¬ 
more Company would otherwise have been obliged to pay. 
Isn’t that right? A. That is right. 

Q. Now, are you saying that Baltimore Company was 
entitled to something that occurred long prior to the 1931 
agreement? A. Well, I was looking at it from the point 
of view of 1944. They got this money from Conowingo by 
sacrificing something in the value of the plant. If they had 
not done [11419] that, that value of the plant would have 
been available to Baltimore, and Baltimore would have 
paid the extra $133,000. 

Q. Well, what is there in Item H and I which says they 
are entitled to something which was sacrificed before H 
and I became effective? A. Nothing. It was the way 
they were operating in 1944. I just took it on the conditions 

as they existed at that time. 

• • • 

Q. Well, now, as I understand your testimony, you are 
saying that if that amount of capacity and energy which 
was lost by reason of the Conowingo transaction had not 
been lost, Baltimore would have been entitled to it. Is that 
right? A. Yes. 

Q. And that therefore Baltimore would have been 
obliged to pay for it? A. Baltimore would under H and 
I, have paid for it. 
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Q. Would they have been obliged to pay any more than 
they are now paying? [11420] A. They would have 
paid the $133,000 more. 

Q. Well, they would have had more energy and more 
capacity, too, for that payment? A. Supposedly, yes. 

Q. But you have not allocated any of the cost of that 
lost capacity or energy to Baltimore, have you? A. No, 
I admit that should be done. That is the thing that is wrong 
with that. All I can see is that some costs should be allo¬ 
cated along with that service. That might be estimated as 
the amount of loss that is shown in the contract. 

Q. Well, it might be estimated at the same amount as 
the revenues, $133,750. Isn’t that right? A. No, the 
amount of loss is more nearly an estimate of the cost of 
that. The excess amount is only due to the fact that Cono- 
wingo could get more value out of that water than Holt- 
wood could, so it enabled them to sell it at a higher price. 

Q. Now, actually under the terms of the contract, as 
you showed in your Exhibit 47, you show that Holtwood’s 
loss of energy output and demand value in not developing 
its tailrace level to the foot of Cully’s Falls was $72,000 
a year, was it not? A. That is right. 

Q. And you also show on the next page, page 69, that 
[11421] $61,750 annually was agreed upon as the losses by 
Holtwood Company in addition to the loss of energy out¬ 
put and the demand by reason of not developing the tail- 
race level at the foot of Cully’s Falls; is not that right? 
A. All the losses I recollect are the $72,000. 

Q. Well, look at page 69, item (d). A. That is Holt- 
wood’s participation in Conowingo’s gain. They split the 
gain that Conowingo got in excess of $72,000 fifty-fifty 
between the two. 

Q. Then you have a different copy than I have. It says, 
11 Holtwood’s participation in Conowingo’s gain as com¬ 
pensation for other losses by Holtwood, ’ ’ does it not ? A. 
Yes. 
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Q. And that $61,750 represents those other losses, does 
it not? A. That is a general statement of other losses 
nnevalnated. The $61,750 is a fifty-fifty split of the extra 
value that Conowingo can get out of that water. 

Q. But it is for other losses by Holtwood, is it not? 
A. That is stated there. 

Q. Well, you do not have any doubt of that, do you? 
A. Well, they could not find what those losses were. It is 
simply $61,000 not related to any loss. 

• • • 

[11426] Q. At some place in your testimony I recollect that 
you said only a small amount of backfeed transmitted over 
those lines is used directly for interchange with the Penn¬ 
sylvania customers. Is that right? Au That is right. 

Q. That means that the major portion of the backfeed 
is used in connection with conversion at Safe Harbor for 
railroad use or in connection with the firm supply to Penn¬ 
sylvania customers to the north. Isn’t that right? A. 
That is right. 

Q. And it is also true, is it not, that a major portion 
of whatever interchange is sold to the customers to the 
north comes from the Penn Water-Safe Harbor genera¬ 
tion, [11427] that is, it is actually generated at either Holt- 
wood or Safe Harbor. Isn’t that right? A. That is 
right. 

Q. By far the major part of it is generated at Safe 
Harbor. Is that correct? A. That might be true. 

Q. The greatest purchaser of interchange is Pennsyl¬ 
vania Power and Light Company. Is that right? A. 
Yes. 

Q. There is a direct connection from the bus at Safe 
Harbor with the Harrisburg area where most of that inter¬ 
change goes. Is that right? A. That is true. 

Q. So almost all of the interchange furnished to the 
P.P. and L. comes from the Safe Harbor bus. Is that right? 
A. A good portion of it, yes. 
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Q. By fax the largest proportion of it is generated at 
Safe Harbor? A. That is probably true. 

Q. So far as there is interchange with Philadelphia 
Electric Company over the railroad circuits, that is the 
Perryville line, that also comes off the Safe Harbor bus. 
Isn’t that right? A. That is true. 

Q. And a good share of it is converted at Safe Harbor 
[11428] and converted from the backfeed which comes up 
from Baltimore on the 220 lines. Isn’t that right? A. A 
good share of the interchange? 

Q. With Philadelphia Electric via the Pe rryvi lle line? 
A. Some of that comes up from Baltimore. 

Q. You don’t know how much it is, then; is that the 
idea? A. I know how much the total backfeed is. 

Q. You don’t know the proportion of the backfeed 
which is actually converted at Safe Harbor, transmitted 
over the Perryville line, and used for purpose of inter¬ 
change with Philadelphia Electric. Is that right? A. No. 

Q. Since most of this backfeed is generated at either 
Holtwood or Safe Harbor, or at Safe Harbor—strike that, 
please. 

Since most of the interchange which does go to Penn¬ 
sylvania customers is generated at either Holtwood or Safe 
Harbor, does it not follow, that the amount of backfeed 
which comes up over the 220 lines has no relation to the 
amount of interchange furnished the Pennsylvania cus¬ 
tomers? A Very little. 

• • • 

[11434] Cross Examination (continued) 

By Mr. Stubtevant: 

• • • 

[11454] Q. Now, Mr. Davis, I should like to ask you some 
questions regarding the use that is made of the output of 
the 25-cycle generating units at Holtwood. I do not want 
to add to the mass of figures which already have been pre¬ 
sented, particularly since you have not yet analyzed the 
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data for 1946. But I do want to enumerate generally some 
of the ways in which the 25-cycle output is used. 

[11455] First, a part of the 25-cycle output is normally 
transmitted to Lancaster and supplied by Pennsylvania 
Power and Light Company to its 25-cycle load. Is that cor¬ 
rect? A. That is true. 

Q. Second, a part of the 25-cycle output is converted 
to 60-cycles by the frequency changers at Holtwood for sup¬ 
ply to the 60-cycle customers of the Holtwood Company. 
Is that correct? A. Part of it is. 

Q. Do you know the capacity of the frequency changers 
at Holtwood? A. They are rather small, as I remember 
it. There are two six-thousands or seven-thousands kilo¬ 
watt— 

Q. Two of them together have a capacity of 12 to 
14,000 kw? A. That is the way I understand it. 

Q. And the amount of the 25-cycle load converted at 
Holtwood is often limited solely by the capacity of the Holt¬ 
wood frequency changers. Is that correct? A. That is 
true. 

[11456] Q. Third, some of the 25-cycle output is transmit¬ 
ted to Baltimore, converted there to 60-cydes, and returned 
to Pennsylvania over the 220 KV lines for supply by the 
Holtwood Company to the Pennsylvania customers. Is that 
correct? A. Probably by displacement, that is, more 
energy is transmitted to Highlandtown, more 25-cycle en¬ 
ergy than the load in Baltimore requires, and it is con¬ 
verted to 60-cycle and used for 60-cycle loads in Baltimore 
which, of course, releases other 60-cycle energy to be deliv¬ 
ered up to Safe Harbor over the 220 KV lines. 

Q. Some of the output is transmitted to Baltimore and, 
without the necessity of conversion, is in effect exchanged 
for 60-cycle steam generated energy which is sent by Balti¬ 
more Company to Pennsylvania for supply by Holtwood 
Company to the Pennsylvania customers. Is that right? 
A. Surely, that is true. 
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Q. Fifth, 25 cycle output at Holtwood Company is 
frequently transmitted to Baltimore in exchange for part 
of Baltimore Company's two-thirds share of Safe Harbor 
output, and the latter is sold by Holtwood Company to the 
Pennsylvania customers, either as firm energy or inter¬ 
change. Is that right? 

The Witness: May I have that again, please? 

(Question read). 

The Witness: That is true. More than Holtwood's 
generation and one-third of Safe Harbor that is left after 
the firm [11457] power customers are supplied is trans¬ 
mitted to Baltimore, that is the amount transmitted is much 
more than that balance, which is, of course, a portion of 
Baltimore's share of Safe Harbor power which is going 
through the Holtwood system and down over their 25-cycle 
line. 

By Me. Stubtevant : 

Q. In these five operations I have mentioned, Mr. 
Davis, the output of the 25-cycle generators at Holtwood 
is directly or indirectly used for supplying customers of 
the Holtwood Company in Pennsylvania. Now, in the sixth 
place, principally during the higher ranges of flow, 25-cycle 
energy is transmitted from Holtwood to Baltimore without 
any substitution or exchange for 60-cycle energy and is sup¬ 
plied by Baltimore Company to its 25-cycle customers. Is 
that right? 

Mb. Spabks: May we have the question, please? 

(Question read). 

The Witness: That is a little difficult to answer. Of 
course, at times the 25-cycle energy is all used in Balti¬ 
more as such. At other times, much more is delivered to 
Baltimore over the 25-cycle line than it has 25-cycle load to 
require it. In that case, either by displacement or by direct 


1580 


George H. Davis, Cross 


conversion and transmission back to Safe Harbor, it is sup¬ 
plied to Holtwood for use in Pennsylvania. 

* * * 

[11460] Q. Now, Mr. Davis, do not the facts which have 
been mentioned and also the figures which you have just 
quoted prove that the 25-cycle generating units of Holt- 
wood are used directly or indirectly for supply to all of the 
customers of the Pennsylvania Water and Power Com¬ 
pany! [11461] A. Well, that is true. By displacement 
they supply energy into the 60-cycle system which can go 
any place. 

Q. Mr. Davis, is it feasible or proper to assign specific 
generating units, or costs at the Holtwood plant, to any 
particular customer! A. I didn’t think so, and I didn’t 
do that. 

Q. Then your Exhibit No. 64 is correct in assigning all 
of these costs to what you term the “pool”! A. That 
was my idea of the best way to allocate all of those produc¬ 
tion facilities. 

Q. Is not the same thing true of the Holtwood sub¬ 
station costs! A. That would be true, also. 

# * * 

[11464] Q. Is it not a fact that large amounts of the Balti¬ 
more Company’s two-thirds entitlement of the Safe Harbor 
energy are diverted to Holtwood Company for use by Holt¬ 
wood in supplying its firm load in Pennsylvania! A. 
That is true. 

Q. Shouldn’t this diverted Safe Harbor energy be 
treated just like backfeed steam energy for purposes of 
determining the cost of service to the Pennsylvania firm 
customers! A. So far as Baltimore’s two-thirds share 
of Safe Harbor is concerned, I have left that out of my 
allocation entirely, both energy and cost of it. So far as 
Holtwood’s one-third share of Safe Harbor energy is con¬ 
cerned, so far as that was used for the Pennsylvania cus¬ 
tomers I have considered only the net amount sold to those 
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customers and the net revenue received, and have con¬ 
sidered that a sale for the account of Baltimore and 
credited the revenue accordingly. 

* * # 


[11471] STANLEY W. ROLAND 

♦ # * 

Redirect Examination (Continued) 

By Mr. Goldberg : 

• # * 

[11476] Q. During your cross examination Mr. Myse 

asked you a number of questions with respect to frequency 

changers and their operations in an electrical system. (For 
example, Transcript 9135, etc.) Will you please define 
“frequency changer’’ for the record? A. I would define 
a frequency changer as follows: A frequency changer is a 
machine which converts the power of an alternating current 
system from one frequency to another, with or without a 
change in the number of phases, or in the voltage. This 
definition appears on page 64 of the Am erican Standard 
Definitions of Electrical Terms. 

Q. In your opinion does a frequency changer and a 
transformer perform a similar function in a transmission 
network? 

# ♦ * 

[11477] The Witness: The answer to your question is yes. 
The function of the transformer is to transfer energy from 
one circuit to another where the voltages of the circuits are 
different. The function of the frequency changer is to 
transfer energy from one circuit to another where the fre¬ 
quency and sometimes the voltage and phase of the two 
circuits are different. 
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[11488] Becboss Examination 

By Mr. Myse: 

Q. You have testified this morning, Mr. Roland, that 
the function of the transformer is, as I understand your 
testimony, similar to the function of a frequency changer, 
is that right? A. In a broad sense that is true, yes. 

Q. Well, why do you say in “a broad sense”? Are 
there some differences? A. Well, certainly there are 
differences. One is a rotating machine and one is not. 

Q. What are the differences in functions, then? A. 
I stated what the difference in function was. 

Q. Well, I don’t think I got all that down. A. I 
said the transformer was to transfer energy from one cir¬ 
cuit to another where there was usually a change in volt¬ 
age and that the frequency changer is to transfer energy 
from one circuit to another where there is a change in fre¬ 
quency [11489] and sometimes in voltage and in phase. 

Q. Now, you say that the transformer is used for the 
purpose of transferring energy from one circuit to another 
with a concurrent change in voltage, is that right? A. 
Yes. 

Q. And that transfer from one circuit to another is a 
transfer of actual energy by the application of Poyntings 
theorem. Is that right? A. There is such a thing as 
Poyntings law or Poyntings Theorem, but as far as I am 
concerned the transfer can take place without regard to 
Poyntings law. 

Q. Well, the fact is in a transformer electrical energy 
is transmitted right through the transformer using the 
transformer as the guiding system, as we put it in the 
Hartford case. Isn’t that right? 

• • • 

[11490] The Witness: The energy is transferred from 
one circuit to the other. Now, as to what process is in¬ 
volved, I could not explain that. 
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By Me. Myse : 

Q. You mean to say there is no electrical energy trans¬ 
mitted through a transformer, Mr. Roland? A. Of 
course there is. 

Q. But there is no electrical energy transmitted by a 
frequency changer, is there? A. In the same broad 
sense, there is yes. 

Q. There is no electrical circuit between one end of the 
frequency changer and the other? A. No, there is a 
mechanical link there, but viewing the thing broadly from a 
functional standpoint they both do the same thing. Both 
the transformer and the frequency changer do the same 
thing. 

[11491] Q. You are not saying, are you, Mr. Roland, that 
the shaft which connects up the two ends of the frequency 
changer actually transmits electrical energy, are you? 

A. No, that is mechanical energy. 

Q. So there is that difference between a frequency 
changer and a transformer? A. There is a difference 
in the type of equipment used but broadly the function is 
the same. They transfer energy from one circuit to an¬ 
other. 

Q. Well, now, in that same broad sense, a turbine will 
transfer energy from the steam pipelines to the electrical 
circuit, is not that right? A. Well, there is a distinction. 
The transformer and the frequency changer are parts of 
the transmission network, and in that network they do per¬ 
form that function of linking together various parts of the 
network. 

Now, when you get back into the turbine you are out of 
the network. 

Q. You don’t consider, then, that the steam turbine 
end of the generator is part of the electrical system, is 
that right? A. Not a part of the electrical system, no, 
not the turbine. 

Q. Is it not part of the generating system, then? 
A. Oh, yes, it is part of the mechanical end of the [11492] 
system, the generating system, yes. 
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Q. Well, what about the shaft which connects up the 
steam turbine and the generator, is that part of the elec¬ 
trical system or not? A. Well, I suppose any differen¬ 
tiation would be somewhat arbitrary there. I don’t know 
just where you would draw the line on that. 

• # • 


[11574] SAMUEL JOSEPH 

• • • 

Cross Examination (Continued) 

By Mr. Sparks : 

• • • 

[11584] A. I have this in mind, Mr. Sparks: Utilities that 
have reasonable capitalizations would obtain substantially 
the same fair rate of return, other things being equal. 
For example, the capitalization for a utility may be entirely 
reasonable if it is 50 per cent bonds and 50 per cent stock, 
or if it is 40 per cent bonds, 20 per cent preferred and 40 
per cent common stock. The utilities which fall within the 
range of reasonable capitalization therefore fall in the 
same range with respect to the fair rate of return. They 
create no special problems, though the precise nature of 
their outstanding securities may be different. 

Q. Are you saying, Mr. Joseph, that those utilities 
having reasonable capitalizations would have the same rate 
of return? A. Would command approximately the same 
fair rate of return, yes, sir. 

Q. When you use the word “command” there, do you 
mean that they should be allowed the same fair rate of 
[11585] return? A. Yes, sir. 

Q. What are the data in Exhibit 46 which may be con¬ 
sidered in determining or estimating the cost of equity 
capital to Penn Water as a component of the fair rate of 
return? A. The cost of equity capital to Penn Water is 
not shown in Exhibit 46. 
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Q. I don’t think that answers my question, Mr. Joseph. 
It was, what are the data which may be considered in a 
determination or the estimating of the cost of equity capital 
to Penn Water as a component of the fair rate of return. 
A. The cost of equity capital to Penn Water is unnecessary 
in a determination of the fair rate of return for Penn 
Water. Furthermore, I am not at all sure that it can be 
obtained. 

Q. Is it true, then, in view of your last answer, Mr. 
Joseph, that the cost of debt capital to Penn Water is not 
to be considered in arriving at a fair rate of return? 
[11586] A. No, that is a somewhat different problem. If 
the cost of debt capital to Penn Water appears to be rea¬ 
sonable, then in my opinion it may be accepted as one of 
the elements for the establishment of a fair rate of return. 

Q. What are the other elements? A. Bear in mind 
that you are talking about different things when you are 
talking about the cost of equity capital and the cost of 
funded debt capital. Cost of funded debt capital is rather 
easily determined, its reasonableness quite easily deter¬ 
mined, but the cost of equity capital is a far different thing 

and can not in most cases be readily determined. 

• • * 

[11592] Q. So that it is correct to say that the measures 
of the credit of an enterprise are the yield rates at which 
creditors buy bonds as well as the earnings-price ratios, 
if those earnings-price ratios express the prospective re¬ 
turn basis upon which the stock is sold in the market? 

A. I think that is a fair statement, yes, sir. 

* * * 

[11597] Q. Should the rate of return be fixed at a lower 
level than otherwise merely because of an absence of the 
prospect of need for new capital? A. The tendency 
would probably be that way, I believe. 

Q. Are you saying, Mr. Joseph, that the rate of [11598] 
return should be fixed at a lower level than otherwise 
merely because of an absence of the prospective need for 
new capital? A. My answer is based on the fact that I 
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believe that if there were a need for substantial new cap¬ 
ital, the rate of return might have to be slightly higher than 
otherwise. 

Q. In the absence of the need, then, I take it from your 
answer you would say the rate of return should be lower. 
Is that correct? A. It would tend to be lower. 

Q. Well, should it be? A. Well, it should imply a 
fairness in the situation that I am trying to eliminate, Mr. 
Sparks. It would be lower because when you raise new 
capital you tend to pay a little more than is fair on existing 
capital. 

* • * 

[11621] Q. Mr. Joseph, at page 10354 you said that the 
basis of selection of the ten common stocks included in the 
averages shown on page 38-A was in part the 1 ‘ Representa¬ 
tiveness of the Utility itself;” what did you mean by that 

term “representativeness of the utility itself”? 

• • # 

[11622] A. Well, is the utility generally of a class that 
may be used in representing the electric industry? 

Q. And that is what you meant when you used the 
term, “representativeness of the utility itself,” on page 
10354? A. Yes, sir. 

Q. Do you mean, Mr. Joseph, that any electric operat¬ 
ing utility would be within that class? A. Unless there 
were some circumstance that made it a special situation, 
that would be true. 

• • • 

[11638] Q. Now, then, I have referred to your answer 
beginning at line 8 and ending at line 20 on page 10072 and 
I ask you whether you meant by that answer that it is not 
necessary for the Federal Power Commission to have your 
testimony and Exhibit 46 in order to determine a fair rate 
of return for Penn Water? A. I think a fair rate of 
return could be determined without it. 

Q. Then your answer to my question is yes, is that 
correct? A. Yes. 


